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Bankers at the White House 


ONFERENCES with bankers at the White House, for the 
purpose of finding the best means of supporting trade and 
industry, have aroused considerable comment, most of it 

favorable. As the problem is to an important degree financial in 
character, President Harding very likely concluded that bankers 
ought to know more about it than any one else. Acting on exactly 
the same principle, he would have called in a shoemaker if he wanted 
his shoes fixed up. Simple as is this principle and seemingly so in 
accord with what we are accustomed to call common sense, it is not 
always followed in governmental affairs. 

There is another aspect to this action of the President which 
seems important. It may be taken as indicating the end of distrust 
of men of business and will therefore assure to the country in the 
future the sound business guidance of its most successful men. 
Such guidance is sorely needed, for even experts are puzzled to 
find a way out of the existing maze. 

It is quite true that in calling for counsel from bankers, manu- 
facturers, railway men, farmers, etc., a somewhat partial view may 
be gained in each case, for every man has the bias of his special 
occupation. But the President can make proper allowance for 
this. On the other hand, when he wants to know something about 
railways, he will call in experienced railway men rather than doc- 
tors of social science. Or if he wants help in solving financial 
problems, he will ask it of bankers who are expert in such matters, 
and not of the soap-box orator whose stock in trade is a denuncia- 
tion of “the money trust.” 

The departure is a hopeful one, indicating as it does a desire on 
the part of the President to get the very best information possible 
on every subject with which he is called to deal. In thus showing 
confidence in those on whom he calls for counsel the President has 
a right to expect that the views he obtains from these various 
sources will be as free as possible from bias and self-interest. It 
is believed that the bankers who have been called to the White 
House conferences are of the type of men who will meet this test. 
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Public Aid for Private Enterprise 


EMANDS made by farmers, the growers of cotton, those 
engaged in raising live stock, and by others, for aid from 
the Federal Treasury attract attention to the increasing 

tendency to rely upon the financial help of the Government. 

Part of this tendency arises from the circumstances created 
by the war. When maximum production was required in a short 
time governmental stimulation was perhaps justified; certainly it 
was defensible. People who witnessed the almost magical effects 
of this stimulus want it continued in peace times. Like many other 
users of intoxicants, they find it no easy task, having once experi- 
enced the exhilaration of the Federal tonic, to get along in the old 
way of hard work and meritorious service. 

The intervention of Government into business in this way is 
bound to be harmful in the end. As already said, such a course 
was probably necessary during the war. But it is not so now if 
we are ever to get back to that “normaley” of which lately so much 
has been heard. ~ 

Aside from the necessities of the war, we are perhaps getting 
the Government mixed up in private finance more than most people 
realize. 

In the first place, the supervisory and general controlling power 
over the country’s banking system is now lodged with the Govern- 
ment in the hands of men appointed by the President. Thus when 
these men—officially styled the Federal Reserve Board—with how- 
ever much of earnestness and wisdom, seek to put into effect 
measures calculated to safeguard the country’s financial and com- 
mercial welfare, they at once lay themselves open to attack. Pres- 
sure is put upon the board, through Congress, and perhaps through 
the President also, for a more liberal credit policy. 

Then we have the Federal Farm Loan Board, which was only 
recently asking an advance of $50,000,000 from the Government 
to aid in extending additional credits to the farmers. 

And there is the War Finance Corporation, also functioning 
in a somewhat similar way, and recently asking $50,000,000 to be 
advanced to the growers of live stock. 

These demands for exceptional credits may be entirely legiti- 
mate, and special circumstances may make it advisable to grant 
them. And yet one can not but wonder how far the intervention 
of the Government into private finance is to proceed. Despite the 
advantages of the emergency tariff, many manufacturing plants 
are in a bad way. Shall a benevolent Government advance them 
$50,000,000% Housing accommodations are distressingly short, 
and many valid reasons could be adduced in support of a Govern- 
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ment subsidy to encourage the building of homes for the people. 
And examples could be multiplied. 

Where is the use of the taxpayer’s money for private purposes 
to end? 


& 


Check in the Rate of Price Brcline 


RICES of commodities, while still showing a downward ten- 
deney, are moving in that direction much more slowly than 
in previous months. For example, Dun’s index number, based 

on wholesale quotations, was at $165.995 on June 4, which showed 
a decline of only 0.4 per cent. below that of the previous month, 
and represents the smallest change since the marked readjustment 
process began. ‘The decline for May conipares with one of 4.4 per 
cent. in April, 4.1 per cent. in March, 2.1 per cent. in February 
and 6.4 per cent. in January, while the general price level is now 
thirty-seven per cent. under the high record of May 1, last vear. 
At that time, when the index number touched $263.332, prices were 
118.1 per cent. above the pre-war basis, so that nearly sixty-eight 
per cent. of the maximum advance has been lost. 

Consumers fail to find quite the same comfort in these figures 
as does the statistician. If retail prices had correspondingly fallen, 
they would be better satisfied. There is some evidence of a decline 
in such prices, although resistance to the declining process is still 
quite marked in a number of lines. Probably one factor that must 
soon tend to bring down retail prices is that of unemployment. 
Should the large number of unemployed remain out of work long 
enough to exhaust their savings, this would mean a great reduction 
of buying, in the face of which retail prices could hardly be main- 
tained at their present level. Indeed, considerable surprise has 
been felt that this influence has failed to show itself very strongly 
already. That it has not done so must be taken as an evidence of 
the fact that those who are out of employment still have the means 
with which to keep up a pretty high scale of expenditure. But 
in time these resources will dwindle to a very low point. Should 
unemployment continue the retailer will be deprived of one of his 
‘nain supports in holding up prices, namely, the disposition to buy 
without scrutinizing the price. People whose cash is daily grow- 
ing less will have to buy more cautiously and more sparingly, and 
when they do so to any great extent prices must still further fall, 
irrespective of what the retailer may desire. 

It will be a happy day for the country when everybody is at 
work producing goods that the people can and will buy. 
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Expenditure of the Proceeds of Inter- 
national Loans 


HE proposed requirements that the loans granted by Ameri- 
can financiers must be employed in the purchase of Ameri- 
can goods bears a somewhat juvenile aspect. If this same 

principle were followed out, our domestic banks would make loans 
only to those who would buy in the purely local market. From some 
points of view the proposed requirement seems desirable enough. 
If we lend a country money, we naturally do not wish to see the 
money expended in a way to build up trade rivals at our expense. 
It would be more agreeable—and more profitable as well—to have 
the foreigner to whom we lend money pay it all out in this country 
for whatever goods he may need. ‘That is, this course would be 
more agreeable and profitable to us. But how about the foreigner? 
He might not in all cases be able to get here exactly the goods 
needed, and he might have to pay a considerably larger price for 
some commodities here than he would if they were bought elsewhere. 
In either event this would be to his disadvantage. Now, in making a 
loan, the incentive is not, as a rule, to bring about a sale of goods 
at a profit, but to make a sufficient rate of profit on the loan itself 
to justify the operation. If the loan is to be well secured, good 
for both interest and principal, the person taking the loan must 
make a profit on its use, and to do so he should be free to buy in 
the most favorable market. This is not at all times the United 
States, for all things. 

Without such a stipulation in our foreign loans we will get 
such orders as we deserve by ability to furnish the kind and quality 
of goods wanted on the prices and terms that will suit the buyer. 
Why should we expect some more favored treatment that would 
tend to put a premium on inefficiency in production? 

It would be a fine thing if we could always supply the goods 
which the foreign borrower needs, but he should be left free to buy 
where he can most advantageously buy what he wants. Should 
we insist on a different policy, the development of the United 
States as a power in foreign finance would be hindered at the 
outset. 


& 


Talking Retrenchment and Practising It 


LENTY of talk is heard these days in regard to the retrench- 
ment of Government and private expenditure. Even heads 
of bureaus at Washington are known in some instances to 

have approved economy as a general policy. But, of course, they 
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do not mean that their own disbursements shall be cut down any. 
On the contrary, they see constantly-widening fields for their bene- 
ficent activities. ‘They need, most of them will say, more help, and 
consequently more money. In taking this position they are like 
most other preachers of economy who do not wish this remedy ap- 
plied in their own cases. We are all complacent enough if the other 
fellow has his income cut down, and do not even lose much sleep 
if he loses his place. But let such calamities touch ourselves, and 
we emit cries and lamentations without end. It is the way of 
mankind. 

Congress and the executive departments will retrench when- 
ever convinced that the public demand for such a course is really 
in earnest; but at present the very vagueness of this demand gives 
it an air of insincerity. There is also more or less insistence on 
new Government “aids to business’ which tends to support this 
view. We have the Interstate Commerce Commission, the Federal 
Trade Commission, the Tariff Commission, and proposals for a 
Live Stock Commission and a Federal Highway Commission. 
There is also a strong campaign on for a new department to be 
established—that of Public Welfare. All these existing commis- 
sions are expensive. Some of them are not merely useless but ex- 
ceedingly harmful to business; and yet, with this experience clearly 
before them, a clamor is raised for “more Government in business.” 

The states have mounting expenditures too. One Western 
state in the last few vears has raised its outgo of money from $4,- 
000,000 to $35,000,000. 

Municipalities display on a somewhat smaller scale the same 
magnificent propensity for spending money as is being exhibited 
by the state and Federal Governments. 

Are individuals doing any better in making practice square 
with precept? It is much to be doubted. The average lecturer 
on economy wears an air of exceeding prosperity. He looks well- 
fed. That he is no stranger to capon and terrapin may be sus- 
pected. He usually rides in a big limousine of expensive make 
and smokes the costliest kinds of cigars. The ladies of his family 
find heavy summer furs and much jewelry necessary for their phy- 
sical and mental comfort. No, the individual, except under the 
stress of necessity, is not yet practicing economy, however strenu- 
ously he may be commending it as a virtue to be observed by others. 
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International Chamber of Commerce 


London Congress, June 27—July 1 


T a meeting held in Paris last 
year the International Cham- 
ber of Commerce was organ- 

ized, and the first annual congress was 
held at London June 27 to July 1. 
There was a good attendance from 
nearly all the European countries, and 
a large delegation was present repre- 
senting the United States. The meet- 
ings were held at Central Hall, West- 
minster, and were presided over by A. 
J. Hobson, chairman of the British Na- 
tional Committee. Viscount Birken- 
head, Lord Chancellor, officially wel- 
comed the congress, and brief replies 
were made by a leading delegate from 
the several countries represented. 

Etienne Clementel, president of the 
International Chamber of Commerce, 
then made an address, and presented 
reviews and statements submitted by 
the national committees. 

TREATMENT OF ALLIED DEBTS 

In the view of the American Finance 
Committee, the consideration of the 
subject of the allied debts to the 
United States was deemed inopportune, 
and this view prevailed. 

DEFLATION OF CURRENCY 
An interesting discussion arose in re- 
gard to the deflation of European cur- 
rencies. Professor Gustav Cassel de- 
clared that stabilization was not to be 
effected in this way. and that any at- 
tempt to bring the existing currencies 
in Europe back to their pre-war status 
would entail a further fall in prices 
and great hardship. Sir Felix Schuster 


took the position that the countries 
should gradually work back toward the 
gold basis. The resolution finally 


adopted by the finance group and ap- 
proved by the general assembly de- 
clared “That inflation of paper cur- 
rency be stopped and progressively de- 
creased.” 
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TREATMENT OF FOREIGN BANKS 


The finance committee from Amer- 
ica, while recognizing the value of the 
suggestion of the International Cham- 
ber of Commerce endeavor to bring the 
banking laws of the various countries 
bearing on this subject into accord, 
particularly in so far as_ restrictions 
may be concerned, reached the follow- 
ing conclusions: 

“Because of the difficulties of the 
situation in the United States, and more 
particularly, because no legislation can 
be passed in many of these states, no- 
tably New York State, until their legis- 
latures convene this coming year, noth- 
ing will be lost if time is given to the 
study of the exact situation. The com- 
mittee. therefore, has passed the fol- 
lowing resolution: 

“Resolved That the Finance Com- 
mittee of the American section of the 
International Chamber of Commerce 
recommends that a special committee be 
appointed by the president of the 
American Section of the International 
Chamber of Commerce whose duty it 
will be to survey the banking laws of 
the states of the United States (where 
foreign banks might naturally be ex- 
pected to desire to open branches) and 
of foreign countries in such manner as 
to enable comparison between them and 
the laws of other countries, members of 
the International Chamber, bearing 
upon this matter; and 

“Further, that such committee be in- 
structed to report its findings with rec- 
ommendations in time for consideration 
by the American Committee of the In- 
ternational Chamber of Commerce pre- 
vious to the second annual meeting of 
the International Chamber of Com- 
merce to be held in 1922.” 

As will be seen further on, a more 
advanced resolution was adopted by 
the Finance Group and approved by 
the general assembly of delegates. 

Since the meeting considered a 
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variety of matters, comprising all the 
principal phases of production and ex- 
change, and made extensive reports on 
each of these subjects, it is impossible 
to present all the resolutions. 

The complete address of George E. 
Roberts, of the American Finance 
Committee, the resolutions of the Fi- 
nance Group, and some of the resolu- 
tions indirectly bearing on financial 
subjects are presented. 

Among the entertainments provided 
for the delegates were a dinner at the 
Hotel Cecil, reception by the Govern- 
ment at Lancaster House, luncheon by 
the London Chamber of Commerce at 
Carpenters’ Hall, and a reception by 
the Lord Mayor at the Mansion House. 

In the concluding day of the session, 
the delegates proceeded to Westminster 
Abbey, where President Clementel 
placed a wreath upon the grave of the 
Unknown Warrior. 


POSITION OF THE UNITED STATES 
IN WORLD FINANCE 


Address by George E. Roberts of the 
American Delegation 


In view of the interest that has been 
manifested by many delegates in the eco- 
nomic position of the United States, and its 
ability and disposition to create credits in 
this world situation, it has been thought 
well by the American delegation that a 
somewhat detailed statement should be 
made on their behalf upon the subject. 

The American delegation has come to this 
meeting with a very profound sense of the 
gravity of the existing industrial and social 
conditions over the world, and of the need 
for international cooperation in dealing with 
them. The United States, in comme with 
all other countvies, is suffering from the 
disorganization of industry and the ex- 
changes which has resulted from the war, 
and fully realizes the importance of restor- 
ing trade relations between countries. The 
werld needs to restore the old relationships 
everywhere, to open up the old channels of 
distribution, and old sources of supply. 
this means that each country, in studying 

help itself must study the world’s situa- 

n. The purchasing power of every coun- 

is in its own powers of production. 
ery country must have its people em- 

‘ved, it must produce and sell somewhere 

rder to buy. The trade of the world 

st balance and clear itself. In short, we 

t set up the whole world-machine, in or- 

to get our own part of it to run. 


; 


; 


RESPONSIBILITIES OF THE UNITED STATES 


The American delegation are impressed 
that the responsibilities of the United States 
in this connection are commensurate with 
its resources and ability to give aid. The 
United States has the ability, measured by 
productive capacity, to supply the world 
with a great amount of capital in the form 
of products, but there are difficulties in 
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connection with doing so, which we would 
like you to understand. 

This ability to produce goods and mate- 
rials, as you known, is private ability. ‘The 
production is by private enterprise and 
privately-owned works. In ordinary times 
the movement and distribution of goods 
from producers to consumers is handled by 
the traders, with the aid of the banks and 
financial houses, and it is accomplished 
largely by the clearing process—a system 
by which the stream of goods moving one 
way is offset against the stream moving 
the other way, and the trade is made virtu- 
ally to settle itself. Now the balance for 
the time being is lost, and the problem is 
to restore it, temporarily an extraordinary 





amount of credit must be used to keep the 
unbalanced movement going. 

There must be a general mobilization of 
capital and credit to take these products 
from the producers for cash and sell them 
where they are wanted on credit. A new 
supply of capital and credit must be 
brought into it again. The ordinary supply 
of credit is not sufficient and the short- 
time credit afforded by the banks is not 
adapted to the situation. ‘The other re- 
course is to the investment market. Se- 
curities issued by the corporations or gov- 
ernments of importing countries, or by 
American corporations, and based upon the 
proposed credits, must be sold to individ- 
uals who have a surplus of funds to in- 
vest, and we would like you to understand 
the conditions surrounding the investment 
market at this time. 


INVESTMENT MARKETS OF THE UNITED 
STATES 


In the first place, while the wealth of the 
United States as shown by census return 
is very great, it must be remembered that it 
is comprised of property spread over a 
great extent of territory of widely distrib- 
uted ownership, and -consists very largely of 
real estate—i. e., farms and town property. 
The United States is still a new and de- 
veloping country, and over a large part of 
it the people are accustomed to devote their 
surplus income to the extension of their own 
immediate business or for local undertak- 
ings. The number of people accustomed to 
invest in securities listed on the Stock Ex- 
changes or offered in the public market, 
always has been relatively small. It takes 
time for people to acquire the habit of in- 
vesting their money away from home, and 
in the custody of others, and particularly 
to become used to the idea of making in- 
vestments in foreign countries. Our people 
distrust their own judgment when it comes 
to buying foreign securities. 

Down to the outbreak of war we had 
been accustomed to look to the European 
market for capital for ourselves. It was a 
cheaper and broader market than our own. 
Down to that time practically no foreign 
securities ever had been sold in the United 
States. During the war a few issues for 
the allied and neutral governments were 
sold there. Since the armistice something 
over one billion dollars of foreign Govern- 
ment securities have been sold there. This 
shows that we are making progress in de- 
veloping the world market, but it is prog- 
ress by growth. 

It must be remembered that during the 
war, our developing work was checked by 
the fact that Government loans aggregating 
about $25,000,000,000 swept up the avail- 
able funds, so that now every part of the 
country is in need of capital for local im- 
provements. We are needing to build 
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houses, to spend large sums upon our rail- 
roads and public utilities, which generally 
suffered deterioration during the war. 

The competition for capital for these pur- 
poses has made interest rates high, and the 
new offerings of securities at high rates has 
had the effect of depressing entire lists of 
outstanding securities and stocks, so that 
they yield high returns upon present values. 

Other factors in the situation are the high 
rates of taxation and the fact that munici- 
pal securities, and to some extent bonds of 
the Federal Government, are exempt from 
taxation. The total amount of securities 
wholly exempt now outstanding is estimated 
approximately at $15,000,000,000 and is be- 
ing constantly increased by new issues. 

Municipal securities pay a tax free in- 
come of from four and one-half per cent. 
in the case of certain choice issues, up to 
seven per cent. in the case of numerous 
small cities whose credit is not so widely 
established, but nevertheless is perfectly 
good. 

The presence of this large body of tax- 
exempt securities has the effect of practi- 
cally eliminating investors of high incomes 
as buyers of securities subject to taxation. 
To an individual with an income subject to 
our maximum tax an exempt four per cent. 
Federal or municipal bond yields an equiva- 
lent of 14.81 per cent. interest. Conversely, 
a taxable seven per cent. investment, such 
as a real estate mortgage, an industrial or 
railroad bond, or a foreign Government 
bond, after tax payments actually yields, un- 
der the higher schedules, less than two per 
cent. This calculation is based on Federal 
taxes only, and there is local taxation to be 
considered besides. Many of the states have 
income taxes, the maximum rate in New 
York state being three per cent. 


EFFECT OF THE WAR UPON WEALTH OF THE 
COUNTRY 


It is a common opinion abroad, we real- 
ize, that the wealth of the United States has 
greatly increased by the war, but that is a 
fallacy. The United States was growing 
in wealth before the war, and there is good 
reason for believing that this growth was 
checked rather than stimulated by the war. 
It is true that during the first years and 
before entering the war as a combatant the 
nominal wealth of the country increased 
very rapidly, and the real wealth also in- 
creased at greater than the normal rate, but 
after the country entered the war, its own 
expenditures were very great, and the de- 
terioration of property and loss of normal 
progress was very serious. Moreover, a 
large part of the profits made during the 
period of rising prices has been lost in the 
period of falling prices, and the country is 
now experiencing idle industries, business 
depression, unemployment and forced bank- 
ruptcies, a reaction which is costing an 
amount which cannot be measured. 





awe - fn be ee ek ee oe Ok oe 


en: en ll li et 


> SS = 5 = wm 


THE BANKERS MAGAZINE 


DIFFICULTIES OF THE SITUATION 


These are some of the conditions which we 
would like you to understand in forming 
your judgment upon what the United States 
has done, and may be reasonably expected 
to do in the way of financing Europe. You 
have found it necessary to pay high inter- 
est rates upon your borrowings there; we 
see the terms commented upon in European 
papers as “extortionate”. But these loans 
must be offered upon the public market, and 
we ask you to consider that it is useless to 
offer large issues in any market of the 
world at less than the current rates ruling 
upon good domestic securities at the same 
time. It is not the fault of American 
bankers that interest rates are high. It is 
their business to give the best advice they 
can as to the requirements of the market, 
and it is enough to say in vindication of 
their advice in the past, that the European 
issues which have been placed on the Ameri- 
can market in the last five years may be 
purchased today in the open market at 
practically the original issue prices or be- 
low. 

This statement of conditions in America 
is not made for the purpose of discourage- 
ment, but in order that there may be a good 
understanding. The bankers and _ business 
men of the United States, who expect to 
exert themselves actively to the end that 
their country will come with all the strength 
it can summon, to the relief of this world’s 
situation, want you to understand the con- 
ditions with which they must deal. The cap- 
ital fund which the world needs can be sup- 
plied to a great extent from the United 
States; but they are scattered over a great 
continent, and in the hands of millions of 
people whose interest and cooperation are 
necessary. The main body of these people 
live in the interior, back from the Atlantic 
coast, some of them as far west of New 
York as New York is west of London. If 
you should lay a map of the United States 
upon a map of Europe with New York 
upon London, the important city of San 
Francisco would fall somewhere beyond the 
Ural Mountains over in Asia. I mention 
this only to show that in the nature of the 
situation the people are more or less pro- 
vincial in their outlook. They are dominated 
naturally by local interests, they are remote 
from Europe, and their relations with it are 
mainly indirect. It looks like a long way 
for them to go to invest money that just 
now they need very much in the manage- 
ment of their own affairs. It is a question 
how far an appeal addressed to them by the 
business interests of the eastern seaboard 
will move them, for they do not by any 
means consider the interests of the eastern 
cities as identical with their own. It is an 
intelligent population, and will respond 
eventually to the necessities of this situation, 
as they did to the conditions which brought 
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Americans into the war; but nobody can 
speak for them but themselves; and the 
very nature of the situation is such as to 
present difficulties in obtaining from _ the 
whole country prompt and coordinate action. 
It cannot be done off-hand. It depends 
upon the spread of public sentiment over a 
great area. You must take America as she 
is, and judge her by the conditions which 
make her what she is—for the same condi- 


FRANK O. WATTS 
President First National Bank, St. Louis, Chairman 
American Finance Committee, International 
Chamber of Commerce Congress, 
London, June 27—-July 1 


tions probably would affect any other peo- 
ple in like manner. 


THE UNITED STATES AND THE REPARATION 
BONDS 


America has welcomed the Reparations 
Agreement, and accepts the declarations of 
the German Government of its purpose to 
pay, as made in good faith. It believes the 
terms to be just, and that they should be 
strictly carried out so far as economically 
possible. American financiers, however, 
have viewed with concern statements 
emanating from several countries to the ef- 
fect that the reparation bonds would be 
offered for sale in the United States. From 
their point of view it would be unfortunate 
to have them introduced into the market, at 








210 





least at the present time. In the first place 
they are five per cent. bonds, and the Ameri- 
can market at this time is on an eight per 
cent. market for the best of foreign securi- 
ties. ‘There is reason to believe that the 
German reparation bonds would not rank in 
that class. The sentimental appeal would 
not be as strong for them as for allied bonds 
standing alone, and without raising any 
question about the German purpose to pay, 
the undertaking of one country to pay so 
large a sum outside of its own borders, and 
in foreign moneys, must be regarded as 
more or less an economic experiment. Its 
success depends not only on the ability of 
Germany to export goods, but upon the will- 
ingness of other countries to import them. 
It is impossible to say in advance what ef- 
fects such a volume of exports from Ger- 
many will have on world markets, or what 
the attitude of countries towards them will 
be. It is not clear even what the attitude 
of the countries receiving indemnity will 
be towards German exports. 

In view of the low interest rates as com- 
pared with current rates in the United 
States, and other features of the situation, 
it is certain that the reparation bonds would 
have to be sold at a low price to be moved 
in that market. If anything like a competi- 
tive situation developed among sellers, with 
so large a possible supply, the market might 
be demoralized. In short, it would be easy 
under the conditions to spoil the market, 
not only for these bonds but for foreign 
offerings generally, and thus seriously in- 
terfere with all efforts to aid the European 
situation. Any experienced — investment 
banker will confirm the truth of this state- 
ment. 

American bankers feel that it would be 
unfortunate to have these bonds offered in 
a market that was not receptive to them, 
and sold at low prices. The countries re- 
ceiving them as indemnity would be disap- 
pointed and critical of America for what 
would be regarded as extortionate terms, 
and Germany would be aggrieved over be- 
ing compelled to pay so much more than 
was actually realized by the recipient coun- 
tries. In all likelihood it would be said on 
all sides that the United States, which pro- 
fessed to want no indemnity at all, has 
found a way to obtain a lion’s share. The 
prospect would seem to be good for the 
United States to get itself thoroughly dis- 
liked in all quarters. We wish to avoid 
getting into that position. 


ALLIED INDEBTEDNESS TO THE UNITED 
STATES 


The question of the indebtedness of the 
several allied governments to the Govern- 
ment of the United States, amounting in the 
aggregate to approximately $10,000,000,000, 
is another delicate subject which we realize 
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very much interests many of our associates 
in this International Chamber. We are 
aware that a great many people think that 
for various reasons there should be can- 
cellation in whole or in part of this in- 
debtedness. It should be understood that 
the executive branch of the United States 
Government has no power of itself to alter 
the conditions laid down in the act of Con- 
gress granting authority to make the loans. 
This means that nothing can be done except 
by action of Congress, and of the represen- 
tatives. In a matter of so much importance, 
they are not likely to act without a definite 
expression of consent and approval by their 
constituents. There are influential sup- 
porters of the proposals in the United 
States, but at present it must be said that 
the body of the American public is not con- 
vinced either that justice to its late asso- 
ciates requires that America should assume 
this additional burden, or that the emer- 
gency confronting the debtor countries is so 
great as to require cancellation in order that 
they may regain a sound economic position. 
Here again we would repeat that the atti- 
tude of the American people probably is 
just what that of any other people would 
have been under similar conditions. Most 
of them were a long way from the conflict, 
they have never felt that they have any re- 
sponsibility—historical or otherwise for its 
beginning, or that they were as vitally re- 
lated to it as the peoples of Europe. This 
does not intimate that they lay blame for 
the war in any degree to their associates, 
but simply that they considered themselves 
fortunately placed outside the area of Huro- 
pean controversies and that they were en- 
titled to the immunities of their position. 
They entered the war, as they felt, for just 
and righteous reasons, but they have never 
felt that primarily it was their war. That 
reasoning may appear superficial and fal- 
lacious to people who view the situation 
from a different position, but it may be be- 
lieved that other people in their position 
would view it in about the same way. In 
short, the American people are not ready to 
take action upon the debt, their attitude is 
rather that of wishing to push that subject 
forward into the future. 

On the other hand, it does not follow that 
the American people have any disposition to 
pursue a harsh and _ peremptory _ policy 
about these loans. They have postponed 
temporarily the claims for interest pay- 
ments, and at the instance of the present 
Administration a bill has been introduced 
in the Congress giving the Secretary of the 
Treasury plenary powers to extend the time 
of payments upon both principal and _ in- 
terest. Public opinion doubtless will ap- 
prove of every act of accommodation that 
is necessary to handle this indebtedness in 
such manner that it will not embarrass the 
debtor nations in their recovery or inflict 
hardship upon them. 
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Aside from the disposition of the Ameri- 
can people to follow this course from mo- 
tives of friendship and consideration of 
their late associates in arms, there are 
other reasons why they should do so, some 
of which may give even greater assurance 
than these statements of mine. There is a 
natural equilibrium in economic affairs 
which in the long run is bound to be main- 
tained; that Europe shall not pay this in- 
debtedness under present conditions is fixed 
in the very constitution of things—in the 
very framework of economic relations. 

Before the war the world owed Great 
Britain approximately $20,000,000,000, but 
that indebtedness was giving nobody any 
concern, because Great Britain continued 
from year to year to reinvest the income 
largely in the same countries. The United 
States as a creditor country will find her- 
self compelled to follow the same _ policy. 
It is a great exporting country. With her 
vast productive capacity she is anxious to 
increase her exports, but finds herself to- 
day confronted in every foreign country by 
exchange rates which put her at a disad- 
vantage in the competition. If in the pres- 
ent state of trade, should the United States 
ask for the payment of accruing interests 
upon these loans, and the debtor govern- 
ments should go into the markets and at- 
tempt to gather up exchange to make the 
payments, the effect would be to raise ex- 
change rates on New York still higher and 
bring our trade to a standstill. In short, 
the United States cannot afford to accept 
payments of either principals or interest 
from the debtor governments at this time. 
It will handicap and imperil its own trade 
by doing so. It is in precisely the same 
situation of embarrassment about attempt- 
ing to make such collections as the coun- 
tries entitled to the German indemnities are 
about attempting to make collections. In 
each case there is the risk of disturbing 
their own industries and trade. If the time 
ever comes when it can accept payments 
without putting its own trade in jeopardy, 
by that token the situation will be such that 
the payments can be made without hardship 
to the debtor. 

_In conclusion and to sum up, this delega- 
tion from America has no commission to 
make promises, it can express only its own 
Opinion. It believes that now the indemnity 
terms are settled, peace and social order 
in Europe appear to be more firmly as- 
sured than at any time since the war, the 
prospects for international cooperation are 
greatly improved. They are convinced for 
themselves, and believe that the American 
People are generally impressed, that there 
Wi ' be no prosperity in our own country, no 
markets for our own products, until inter- 
national trade is again flowing in its ac- 
customed channels. The importing coun- 
tries desiring credit must do their part, they 
itis! supply the best basis for credit they 


can offer, remembering that those of us in 
the United States who desire to work with 
them are obliged to go out to the public 
market and find the money with which to 
pay for the things that are wanted. The 
bankers who handle the securities must com- 
ply with the conditions of the market, and 
they must be able to offer securities they 
can recommend. 


BETTER UNDERSTANDING WILL LEAD 
TO RELIEF 


Finally, the needs of Europe should be 
presented in definite form. ‘There should be 
something like a general survey in each 
country to determine what is wanted, and 
what is most wanted in order to restore the 
productive capacity of the country. If it 
is agricultural implements, a list should be 
made of the number of ploughs or harvest- 
ing machines, or whatever it may be; if it 
is breeding stock a list should be made; if 
it is railroad equipment a list should be 
made; if it is cotton or copper or other 
raw materials, a list should be made and 
forwarded through the proper channel to- 
gether with a statement of the security that 
will be offered. Then it will be up to the 
business organization of the United States 
to call together representative people in the 
industries directly concerned, and see what 
can be done. There is good reason to hope 
that steps taken in this orderly manner will 
lead to practical results. The situation is 
beset with difficulties, but the United States 
has lost enough in the last year by a shrink- 
age in the value of its products and by idle- 
ness in its industries to supply everything 
that Europe has needed for the restoration 
of her industrial life. This fact constitutes 
a reproach to organized society and there 
is reason to believe that when the situation 
is fully comprehended a way to correct it 
will be found. 


RESOLUTIONS ADOPTED 


Below are presented those resolutions 
proposed by the Finance Group and 
adopted by the conference. Some of 
the other resolutions are also presented. 


DOUBLE TAXATION 


“Whereas the existing system of double 
taxation places a heavy burden on interna- 
tional trade this Congress resolves that 
Governments should be pressed to come to 
an understanding with a view to alleviating 
this burden.” 


STATEMENT OF PRINCIPLES 


With regard to the tax on income earned 
within the country, from whatever source 
derived (real estate, personal property, busi- 
ness and professions), without prejudice to 
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the question of super-tax on income, each 
country should accord similar treatment to 
all taxpayers both citizens and foreigners, 
whether resident in the country or not. 

With regard to the tax on incomes earned 
abroad, from whatever source derived (real 
estate, personal property, business and 
professions), without prejudice to the super- 
tax on income, each nation should accord 
similar treatment to all taxpayers subject 
to this tax (i. e., citizens or foreigners resi- 
dent in the country and citizens resident 
abroad); if this class of income cannot be 
entirely free from liability to taxation, it 
should be the object of a considerable re- 
bate in consideration of the tax on such 
income already levied in the country of 
origin. This principle is already in force in 
certain countries (in Belgium. for example, 
where the rebate amounts to eighty per 
cent., and in the United States, where the 
rebate is total in case of reciprocal treat- 
ment.) 

With regard to income collected in the 
country but earned either wholly or in part 
abroad, the same principle of total or 
partial rebate should be applied to the part 
of such income which has been earned 
abroad. 

With regard to the super tax on income 
of every class (real estate, personal prop- 
erty, business and professions) it is desir- 
able that each country should refrain from 
taxing foreigners resident within their 
frontiers except by a tax applicable solely 
to the total income earned in the country 
itself apart from income earned in other 
countries. 

It is desirable to see the above mentioned- 
principles applied to companies and partner- 
ships, in the same manner as to individuals. 


EXPORT CREDITS 


That this Congress recognizes the neces- 
sity of the establishment under Government 
auspices of credits for the reconstruction of 
the devastated and impoverished countries 
of Europe. 

To this end the Congress is prepared to 
support the Ter Meulen scheme as modified 
and put into operation by the Provisional 
Economic and Financial Committee of the 
League of Nations. 

Further, this Congress advises the estab- 
lishment of permanent committees of busi- 
ness men and bankers in all the countries 
affected, to furnish all information and to 
lend all assistance in the choice of credits 
and participations. 


EXCHANGE 


Whereas, the most important factor in the 
resumption of normal commercial relations 
in the world is the present restoration of 
confidence, on which basis alone adequate 


credit and financial resources may be ob 
tained; and 

Whereas, the declarations of the Brussels 
Financial Conference and of the Interna- 
tional Chamber of Commerce clearly empha- 
sized the essentials of financial reform of 
governmental expenditures to be observed if 
grave disaster were to be avoided; and 

Whereas, during the interval which has 
passed since these declarations were made, 
many of the evils anticipated have devel- 
oped, while little progress has been made 
in necessary reforms; and 

Whereas, it must now be apparent that 
general confidence cannot prevail and that 
the prosperity of nations cannot be restored 
until all governments undertake, with the 
least possible delay, the measures necessary 
to relieve the world of present burdens 
which are so largely responsible for wide- 
spread unemployment and paralysis of in- 
dustry and finance; and 

Whereas, it is desirable that the Interna- 


tional Chamber of Commerce should give its. 
emphatic approval to the recommendations. 


at the Brussels Financial Conference and re- 
affirm the previous declarations of this 
Chamber ; 

Therefore, be it resolved: 

1. That governments pursue a_ strict 
policy in regard to taxation and to depart- 
mental economy. 


2. That inflation of paper currency be- 


stopped and progressively decreased. 
3. That a study be made of the effect 


upon the international exchanges of the- 


present position of inter-allied debts and 


of possible remedies, and a similar study of 


the payment and utilization of German 
reparation, and that it be referred to the 


Council of the International Chamber of° 


Commerce to appoint a commission for this 
purpose. 


4. That the disarmament laid down in the- 


treaties become as soon as possible an ac- 
complished fact in order to bring about a 
general reduction of budgetary expenses. 

5. That the creation of national and in- 
ternational organizations for export credits 


be actively undertaken by private enterprise- 


with the support of governments. 
6. That the governments of countries with 


a depreciated rate of exchange avoid as far 


as possible contracting new external debts. 


7. That the greatest possible liberty be: 


granted in all commercial and financial 
transactions. 


TREATMENT OF FOREIGN BANKS 


Whereas, it is undesirable in the interests 


of international commerce and good will’ 
that legal restrictions or special taxation: 


should be imposed by any country on the 
business of foreign banks within _ its 
frontiers, beyond those to which native 


banks are already subject, or that special’ 
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privileges should be granted exclusively to 
home banks. 

This Congress urges all countries whose 
legislation at present provides for restric- 
tive measures or special treatment to take 
the initiative in abolishing these laws, if pos- 
sible in all cases, but at least in favor of 
those foreign countries which afford re- 
ciprocal treatment. 


BILLS OF EXCHANGE 


Seeing that difficulties frequently arise 
from the conflicting legislation of different 
countries with regard to bills of exchange, 
the International Chamber of Commerce ex- 
presses a hope that the question should be 
specially examined with a view to a satis- 
factory solution. . 


The accompanying resolutions were 
offered by the Production Group, and 
were approved: 


Whereas: Government control of or par- 
ticipation in industry and commerce dis- 
courages individual initiative and renders 
trade conditions uncertain and artificial ; 

Resolved: That government control of in- 
dustry and commerce should be discouraged 
and private enterprise encouraged in all 
lines of industry and commerce. 


ECONOMY OF RAW MATERIALS 


Whereas: The conservation of some of the 
world’s natural resources is of paramount 
importance to the welfare of the world by 
reason of the rapidly diminishing supply; 

Resolved: That the International Cham- 
ber of Commerce take immediate steps to 
encourage research work and investigations 
in every possible way to lessen the waste 
in the production and utilization of raw 
materials, and to make available the results 
of such researches and investigations. 


CONSTRUCTION 


Whereas, A special committee on con- 
struction was appointed pursuant to the 
action of the board of directors on July 8, 
1920, to study the proposition contained in 
the preambles and resolutions submitted by 
Willis H. Booth, relative to a study of the 
construction industry; and 

Whereas, That select committee has made 
a study of the matter thus submitted to it, 
the results of which study are set forth in 
Brochure No. 9. (London Congress) en- 
titled “Construction”; and 

Whereas, As appears on page 4 of that 
Brochure No. 9 the select committee re- 
ferred the results of their study, as set forth 
in full in said brochure, to the Production 
Group for examination and decision as to 
practical measures which should be taken 
in order that the International Chamber of 


Commerce may most effectively take action 
in the matter; and 

Whereas, The Production Group has ex- 
amined the material thus submitted by the 
special committee on construction and has 
also examined the program submitted by 
Noble Foster Hoggson and Col. John R. 
Wiggins, members from the United States 
of the Select Committee on Construc- 
tion No. 9, as well as the memorandum 
submitted by the Italian members of that 
committee, all of which material is set forth 
in full in said Brochure No. 9. 

Now, therefore, be it resolved that as a 
result of a study of the material thus sub- 
mitted, the Production Group commends 
and approves in general the program sub- 
mitted by Noble Foster Hoggson and Col. 
John R. Wiggins and recommends that the 
board of directors take the following steps: 

A. Appoint a permanent committee to un- 
dertake a survey of the construction in- 
dustry which shall proceed along the lines 
of collecting and collating and disseminating 
the vast amount of valuable data which is 
available and which is at present in the 
possession of such agencies as The British 
Societies of Engineering Standards, the 
Royal Institute of British Architects, the 
French Ministry of Commerce, the Office de 
Batiment in Paris, the International Bio- 
graphical Institute of Brussels, the Ad- 
visory Committee of the Federation of La- 
bor, the National Federation of Construc- 
tion Industries of the United States, the 
Associated General Contractors of America, 
and a number of similar agencies operating 
in different countries. 

B. Subject to the availability of funds 
which can be used for the purpose, provide 
a necessary staff for carrying on the work 
above described. 

Be it further resolved that the Production 
Group recommends the adoption by the 
general meeting of the International Cham- 
ber of Commerce of the following resolu- 
tions: 

Resolved, that the board of directors of 
the International Chamber of Commerce be 
requested and authorized, subject to the 
availability of funds which can be used for 
the purpose, to (Ist) appoint a permanent 
committee to undertake a survey of the 
Construction of Industry and (2nd) pro- 
provide a necessary staff for carrying on 
the work of the committee. 


STATISTICS 


Whereas: Increased and cheaper produc- 
tion is essential in the reestablishment of 
the economic balance of the world, and will 
follow a sustained normal demand as soon 
as this can be arrived at, and 

Whereas: The committee on production 
at the organization meeting of the Inter- 
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national Chamber of Commerce in Paris, 
1920, approved of the plan of an interna- 
tional statistical bureau as being highly 
necessary to the efforts of the producers of 
raw materials to supply materials essential 
to the world’s economic life. 

Resolved: That the committee on pro- 
duction now assembled urge the directors 
of the International Chamber of Commerce 
to take steps to bring about as soon as its 
financial resources will allow it the creation 
of an International Bureau of Statistics 
which will make promptly available exact 
and readily comparable data of paramount 
significance to the couumerce of the world; 
and further 

Resolved: ‘That the production commit- 
tee assembled urge the board of directors 
of the International Chamber of Commerce 
through such bureau of statistics, to take 
steps looking towards the adoption of an 
international uniformity in the classification 
of statistics and the methods of determin- 
ing the values and the quantity units used 
in their recording. 


Resolution proposed by the Commit- 
tee on Devastated Regions, and adopted 
by the assembly of delegates: 
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RESTORATION OF DEVASTATED REGIONS 


Considering that the question of the res- 
toration of the devastated regions is of an 
international interest; 

In view of the enormous difficulties with 
which the invaded territories are faced 
owing to the destruction of their most pro- 
ductive and most profitable resources; 

Taking due account of the determination 
and good will which the inhabitants who 
bore the brunt of the invasion have dis- 
played in the reconstruction of their homes, 
farms and businesses, as well as the substan- 
tial financial and directive assistance ex- 
tended to them by the authorities; 

For the above reasons, 

The International Chamber of Commerce 
trusts that the agreements made with Ger- 
many regarding payments will be carried 
out so that an International Financial 
Committee shall be formed to make sug- 
gestions to the various countries as to the 
best means by which the conversion of the 
German bonds may be made so as to pro- 
vide the invaded countries with the requisite 
resources for proceeding with the recon- 
struction of the devastated regions, while 
at the same time providing the necessary 
safeguards against any serious influence on 
the monetary exchange market. 


Study Your Job—The Key to Success 


A Heart-to-Heart Talk With Those Who Would Get Ahead 
in Banking 


By Allan F. Wright 


OW can I attain success? That 
is what every reasonable hu- 
man being would like to 

know. 

Should we study the lives of some of 
our greatest men we would reach the 
conclusion that they attained the 
heights only over the road of hard, per- 
sistent and intelligently directed work. 
Especially is this true of the successful 
banker. Many a_ successful man in 
looking backward and reviewing his 
struggle toward the top has answered 
that the key to success is hard work. 
They will tell you that the best thing 
a young man starting out in business 


can possibly do is to give all his time, 
all his energies to work—just plain, 
hard work. But does this answer suf- 
fice? Is that all that is required? Will 
hard work alone lead on to success? 
Will hard work make the young bank 
clerk a successful banker? No. We 
all know that this alone is not enough. 
The prudent man has added hard, per- 
sistent and intelligently directed work. 

Percy H. Johnston, vice-president of 
the Chemical National Bank of New 
York, and a man who has made a sig- 
nal and early success in the banking 
field says: “Any young man can attain 
success if he is willing to pay the 
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price—good habits, good health, much 
burning of midnight oil in study, the 
investment of an endless amount of 
genuine friendship, constant alertness 
to the little opportunities that lie at 
everyone’s hand if the mind and eye 
have been trained to see them; and of 
course, ceaseless industry, without 
which wishes and ambition are worth- 
less.” We see then that the key to 
success is not alone in hard work, but 
in the will to work hard and persistent- 
ly and the will to develop and use the 
mind. The duty to study is co-equal 
with that of labor. It requires long 
and careful training to become familiar 
with the technical details of banking. 
No one has ever learned it all. The 
best bankers are those who best under- 
stand the business—the science of it 
—the law of it—the economics of it. 

Business is a game, and those who 
would win must pay the price. You 
cannot play the game unless you know 
the rules and how to apply them. Suc- 
cess in business is not like war, to the 
most powerful, but to the fair, the 
just, the shrewd, the far-sighted, those 
who know the game and play it well. 
And success in banking will come to 
the banker only as he knows and un- 
derstands the rules and precedents of 
the banking game. He must have a 
knowledge of the functions of money, 
the principles of economics, the customs 
of business, the science of accounting, 
the law of bank checks. He must 
know whom to trust, how to deal with 
people, how to finance a business, how 
to invest funds wisely, how to run a 
bank. And having learned the law and 
the practice he will become a _ good 
banker. 

What about you? Are you content 
just to hang on where you are? If 
you are, rest assured that’s as far as 
you'll ever get. But if you want to be 
somebody, to climb to a position of re- 
sponsibility in the bank—get ready for 
it. The big responsibilities go to the 
persons who are able to properly fill 
them; who are prepared. Of course, 
it may not be wise to study to be a 
bank president right away. It is not 
likely that you will be taken off a led- 


ger or an adding machine to be made 
president of the bank. You will have 
to master several other positions before 
that. Study the position or positions 
immediately ahead of you. The men 
who have gone past you were not lucky 
fellows. They were prepared. You 
too, can prepare yourself, can be 
ready for your opportunity when _ it 
comes. There is not a person in any 
department of any bank anywhere who 
does not have the brains to learn bank- 
ing in all its broad applications if they 
will but put sufficient study, time and 
desire into acquiring the knowledge. 

Have you ever thought that in one 
respect, you are as rich as Rockefeller 
—as well off as Ford or J. P. Morgan? 
Well, vou are. You have a great big 
ample amount of capital, which Nature 
deposited in the Bank of Life to your 
credit when you were born. Time— 
man’s most valuable raw commodity. 
You have all the time there is—twenty- 
four hours each day to spend as you 
like. In that one thing you're as well 
off as the richest man in the world. 
And you can exchange your time for 
anything the world holds. If you want 
money—success—just invest a little of 
your time properly and the reward is 
yours. A few of those spare evening 
hours, now idled or wasted away would 
have brought you cashable knowledge 
that human hands could not take away. 

“Cultivate the habit of reading some- 
thing good for ten minutes each day,” 
says Charles W. Eliot, ex-president of 
Harvard University. “Ten minutes a 
day will in twenty years make all the 
difference between a cultivated mind 
and uncultivated mind, provided you 
read what is good.” 

There are thousands of well educa- 
ted men and women who have educated 
themselves in their spare moments. 
The next time you ride home on your 
train in the evening examine the crowd 
of fellow passengers. Practically 
everyone is reading. Some men are 
devouring every word of the sporting 
page during the forty-minute trip. 
Others interest themselves with a 
magazine or novel. The sport page is 
all right. It is splendid relaxation; 
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but I ask you—can you predict the 
future of your fellow travelers. I can. 
Some will grow and become expert in 
their line for they will study not only 
books but the very human nature of 
their fellows and the world about them, 
and will advance accordingly. And 
others will become plodders as_ the 
years go by—will grow old and bent 
and gray following routine and know- 
ing little else. Most of us manage 
somehow to find time for the things we 
love. If one yearns for self-improve- 
ment, if one is hungry for knowledge, 
he will make the opportunity. The 
days and nights are all too short for 
the one who is in earnest about his edu- 
cation. 

Bank workers will find help and in- 
spiration from knowing how other 
bankers became _ successful. Their 
careers are shining examples of what 
any young bank man can accomplish 
through hard work supplemented by 
well chosen studies at home or at 
school. If you can learn the methods 
used by these men to get ahead, you 
can use these same methods to get 
ahead yourself. It requires only de- 
termination and application. 

The careers of some of our greatest 
bankers and financiers are shining ex- 
amples of what any young bank man 
can accomplish through hard work sup- 
plemented by well-known studies at 
home. Frank A. Vanderlip, former 
president of the National City Bank 
of New York was but a poor boy, 
forced to leave school at an early age 
to earn his living. From the days 
when he worked in a machine shop and 
lived with his parents in Aurora, IIli- 
nois, he spent every minute of his 
spare time in self-improvement—study- 
ing the history and science of banking 
and economics. 

Later, when he became a reporter 
for an investment agency in Chicago, 
night and morning, on the trips to and 
from the city, he read, while his 
friends played pinochle. For every 
step in his career he was prepared by 
constant study, an insatiable appetite 
for new knowledge and an unflagging 
capacity for hard work. It was those 


elements in his character that made 
Frank Vanderlip. They will make 
any man and there is no substitute for 
them. 

It is said of James S. Alexander, 
president of the National Bank of 
Commerce, New York, that it took him 
six years to become an assistant trans- 
fer clerk and three years more to be- 
come transfer clerk. For fifteen long, 
rather dreary years he kept his nose 
on the grindstone, giving to each job 
the best there was in him. Although 
the institution was not going ahead and 
promotions all along the line were dis- 
hearteningly slow, Alexander never 
once allowed his ambitions to die. He 
not only did more than a full days’ 
work every day, but read every book 
he could find on the fundamentals of 
banking, the science of finance, the 
principles of credit, the theory and 
practice of foreign exchange—in short, 
every business book calculated to give 
him mastery of every phase of the 
banking business. 

Modern banking is far too complex 
to permit the individual banker to 
learn from personal contact and ex- 
perience alone. The business of bank- 
ing is one long deep study. No one 
has ever learned it all. The best 
bankers are those who best understand 
the business—the science of it—the law 
of it—the economics of it. 

The banker should supplement his 
own experience at every point with 
what the other fellow has found 
out. It is not necessary, for example, 
that a banker should learn the law of 
negotiable instruments by means of 
mistakes and lawsuits. The experience 
and decisions of the past have been 
formulated into principles of law which 
any man can learn from a treatise on 
the subject of negotiable instruments. 

Neither is it necessary for one to 
learn primarily by personal experience 
the general principles of bookkeeping 
and accounting in a banking institution. 
Bank accounting methods have become 
so well standardized that one can learn 
quickly the most approved plans from 
an authoritative discussion of banking 
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accounting. And thus it is all along 


the line. 

If I were to lay out a course of 
study for the young bank man who 
wants to grow in his understanding of 
banking and business, I think I would 
classify them about as follows: 

(1). A good book on the history and 
theory of banking. Horace White’s 
“Money and Banking” and Chas. A. 


‘Conant’s “A History of Modern Banks 
of Issue” are both good and not too 


dificult for beginners. I know of no 


‘book which covers every phase and de- 


tail of the operation of a modern bank 


‘better than Wm. H. Kniffin’s “The 


Practical Work of a Bank.” 

(2). A book on bookkeeping, audit- 
ing and accounting. This may sound 
like elementary advice, but I should 
say first of all that everyone should 
have a knowledge of simple business 


‘bookkeeping. The business world to- 


day is full of college graduates who 
cannot even read a balance sheet, who 


are ignorant of one of the most funda- 
mental operations of business, because 


they have never been drilled in simple 
business accounting. Gilman’s ‘“Prin- 


ciples of Accounting” and Wm. R. 


Basset’s “‘Acceunting as an Aid to 
Business Profits” are both good and 
there are many others. 

(3). A good book on political econ- 


omy. Political economy is the science 


that deals with wealth—its production 
—its uses—and in its practical appli- 


‘cation is the keystone of credit. Ely’s 


“Outlines of Economics” is good, as is 
KE. L. Bogart’s “Business Economics.” 

(4). A book about Wall Street, for 
Wall Street is really the heart of our 
business organism. Pratt’s “The Work 
of Wall Street” is the best book I have 
seen on this subject. 

(5). Something on commercial and 
banking law. While the average 
banker need not be a lawyer, he should 
have a general knowledge of the rights 
and obligations of parties to contracts 
and sales and understand the danger 
points in negotiable instruments. “Bus- 
iness Law” by Samuel Hirschl and 
“The Bankers Guide Book” by Wm. 
R. Morehouse, or “The Law of Bank 


Checks” by John E. Brady are all 
good. 

(6). A book on credits. A knowl- 
edge of credits is the foundation of 
the banking business. Every banker 
needs to know the principles of credit 
and the sources of credit information. 
Skinner’s “Credits” and _ Kniffin’s 
“Commercial Paper, Acceptances and 
the Analysis of Credit Statements” are 
both excellent. 

(7). Business organization and ad- 
ministration. Galloway’s “Office Man- 
agement” is good, as is Kimball’s “In- 
dustrial Management.” 

(8). Biography. Franklin’s “Auto- 
biography” ought to be read by every 
man in business. He was our first 
self-made man. The lives of Cecil 
Rhodes or James J. Hill and other men 
of the empire-building type help men 
to think in larger terms and exercise 
the imagination. 

Once you have mapped out and actu- 
ally begun a course of study with a 
goal plainly staked in view, here are 
a few suggestions which may prove 
beneficial. 

First, concentrate your mental ef- 
forts entirely upon the text book you 
have begun, trying to grasp and as- 
similate the viewpoint of the book as 
laid out and presented. If you begin 
a new course of study and supplemen- 
tary reading at the same time, you are 
likely to scatter your mental energies 
and become confused in your attitude 
toward your studies. It is better at 
first to focus your mind exclusively on 
the text book itself. 

Second, carefully compute the 
amount of spare time you will have to 
study. Make your computations on 
the weekly rather than the daily or 
monthly basis; your schedule will work 
out better. It would be better to un- 
dercompute, if anything, the number of 
spare hours you will have for this pur- 
pose; then stick to your schedule, actu- 
ally doing every week at least the 
minimum amount of studying that you 
plan to do. 

Third, as to the books and articles 
you read intensively, read with an un- 











218 THE BANKERS MAGAZINE 


derstanding mind. Get at the meaning 
—the kernel of thought—paying only 
casual attention to the manner of ex- 
pression. Then think over what you 
have read, comparing and contrasting 
it with what you have learned in your 
course, and advancing reasons in sup- 
port of your final conclusions. It might 
be helpful to review a number of the 
chapters from time to time so that the 
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fundamental points in the text book 
will be thoroughly digested. 

The foregoing are a few simple 
hints, which if carried out faithfully, 
will make the time you spend upon 
your studies definitely productive. 
Every hour you spend in definite study 
of your job will return to you, ten, 
twenty, fifty, or even a hundred times 
its present worth, in real money. 


The Bank Credit Investigator’ 
By Russell F. Prudden 


(This is the fourth of a series of articles 
by Mr. Prudden covering this important sub- 
ject). 


HE preparation of the Profit and 
Loss Statement and the Balance 
Sheet were discussed in last 
month’s article, and the next step to be 
considered, therefore, in the making of 
a bank credit investigation is the an- 
alyzation of such figures. In discuss- 
ing the bookkeeping procedure leading 
up to the final statement, it was brought 
out that a trial balance must be drawn 
up, the inventory taken, the Profit and 
Loss Statement prepared, and lastly 
all remaining figures or the balances of 
all financial accounts remaining open, 
merged into a Balance Sheet. This 
Balance Sheet, or so-called financial 
statement, if properly made, should 
show the true position of the business 
at the close of the fiscal year. It is a 
financial picture of the business after 
all the transactions of the year have 
been moulded into and made a part of 
the then remaining assets and _liabili- 
ties. When compared with statements 
of previous years, either an increase or 
decrease in the worth of the business 
can be noted. 

As mentioned in the preceding arti- 
cle, most concerns of any size engage 
a firm of certified public accountants or 
chartered accountants to come in and 


audit the books after the close of the 
vear. It is very important to the 
banker that the statement be audited by 
such accountants as their opinion is 
usually an impartial and a very reliable 
one. In this connection, it is well for 
the banker to know that the firm of ac- 
countants employed is considered high 
grade and reliable. Also, he is entitled 
to a copy of the auditor’s certificate 
which in nearly all cases is appended 
at the bottom of the statement. This 
certificate merely covers in a brief way 
the scope of the audit and a resume of 
the prevailing conditions. While it 
does not necessarily guarantee the cor- 
rectness of the concern’s books and 
statements, the auditors usually certify 
that in their opinion the statements set 
forth the true financial position of the 
business as of the date in question. 
Having received an audited state- 
ment from a customer, or from some 
other source in the case of a special in- 
vestigation, it becomes necessary for 
the bank investigator to analyze it. A 
single statement can of course be an- 
alyzed and certain opinions deducted, 
such as the relation of assets to liabili- 
ties, et cetera, but a more satisfactory 
analysis can be accomplished by com- 
paring the figures with those of previ- 


*The contents of this article are fully cover 
by copyright. 
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ous statements. For this purpose such 
figures are transferred to a bank form 
known as the “Comparison of State- 
ments.” Each bank has its own 
special form but all are quite 
alike, at least in principle, the pur- 
pose being to so digest the  fig- 
ures as to place the various items in 
juxtaposition, thus indicating whether 
or not progress has been made. The 
current or quick assets such as cash, ac- 
counts and notes receivable and mer- 
chandise are set down first, usually in 
blue ink or type. These items are the 
ones to which a banker first looks for 
the retirement of the debtor’s obliga- 
tions to his institution in case of trou- 
ble, and for that reason are placed at 
the top or beginning of any compari- 
son form. ‘They are followed by the 
slow, permanent or so-called non-liquid 
assets, such as real estate, machinery 
and equipment, and deferred items, 
which are set forth in red ink. 

Below the assets are grouped the lia- 
bilities according to the same arrange- 
ment. Notes and accounts payable are 
included in current or quick liabilities 
while mortgages, long term bonds and 
reserves are usually considered slow or 
as being deferred, and are indicated by 
red ink. The ideas of credit men vary, 
however, as to which reserves are quick 
and which are slow. For instance, some 
institutions do not set up a_ reserve 
against doubtful accounts as a quick 
liability, while other banks have made 
it a guiding rule that a reserve against 
a quick asset is a quick liability and a 
reserve against a slow asset, a slow lia- 
bility. As to other quick liabilities, 
there is no question but that taxes and 
dividends should be included in that 
category. 

After having set down all assets and 
liabilities in the order suggested it is 
customary to have a heavy ruling and 
to place immediately below the totals of 
both the quick assets and the current 
liabilities. Upon subtracting the 
smaller from the larger the remaining 
figure would of course represent either 
an cxcess or deficit of current assets. 
Should the assets exceed the liabilities, 
this figure would represent the net 


quick assets, more commonly known as 
the working capital of the business. 

The ratio or percentage of total cur- 
rent liabilities to total quick assets is 
next indicated. In case the liabilities 
were $50,000 and the assets $100,000, 
the current ratio would be fifty per 
cent. A more common method of in- 
dicating the percentage, however, is by 
the division of the current assets by 
quick liabilities which in this example 
would result in a percentage of 2.0. 
In other words, the assets are twice the 
liabilities. 

Next following the current ratio on 
the comparison form are placed the 
more important operating details, such 
as net sales, net income, dividends, et 
cetera, which are of course, obtained 
largely from the Profit and Loss State- 
ment. Some business concerns will not 
give out complete operating details, 
often omitting the item of sales, in 
which case it is impossible to make a 
complete and accurate analysis. As 
such an analysis is desired by all bank 
credit men it is very essential for the 
banker to insist upon receiving full de- 
tails: In this connection it is not the 
duty of the certified accountant to fur- 
nish this data of his own accord with- 
out permission from his client, as some 
persons seem to think, but rather it is 
the banker’s duty to ask for and ob- 
tain this information. 

Returning again to the subject of 
current or quick items in a financial 
statement, we find that for many years 
bankers and credit men have been im- 
bued with the idea that the current 
ratio must be at least fifty per cent. or 
“two for one” in practically all cases. 
Should it be less they would be inclined 
to turn down any proposed loan or pur- 
chase of commercial paper. Borrowers 
soon became acquainted with this fact 
and found that by various methods of 
“window dressing” the ratio could be 
improved or brought into line at least 
for the time being. One method has 
been to sell merchandise or securities 
to interested parties, reduce the debt 
with the proceeds, thus improving the 
ratio and immediately afterwards re- 
purchase the assets. While this prac- 
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tice is not common, it only goes to show 
that the two for one ratio is sometimes 
misleading and not always dependable. 
As another example, it is generally 
known that the current ratio in the 
packing business is below the set mark, 
and according to the two for one the- 
ory it might be assumed that this busi- 
ness is weak. Such, however, is not the 
case, certain general conditions peculiar 
to the business causing the low figure. 

In view of such instances it has for 
sometime been apparent to certain 
credit men that some other method of 
analysis was needed. With this in 
mind, Alexander Wall, secretary of 
the Robert Morris Associates, has spent 
a great deal of time and study in for- 
mulating a system of internal and type 
analysis. By this system of internal 
analysis, Mr. Wall reduces everything 
to a ratio, making it possible to com- 
pare the performances of both large 
and small companies. Seven of such 
ratios have been established from the 
component parts of the statement and 
these qualifying ratios have been de- 
veloped to amplify and make clearer 
the real value of the current ratio as 
a measure. They are: First, a ratio 
between receivables, both notes and ac- 
counts, and merchandise; second, a 
ratio between capital, surplus and un- 
divided profits, or worth, and non-cur- 
rent or capital assets; third, a ratio 
between total debt, both current and 
funded, and worth; fourth, a ratio be- 
tween sales and receivables; fifth, a 
ratio between sales and merchandise 
inventory; sixth, a ratio between sales 
and worth; and seventh, a ratio be- 
tween sales and fixed or non-current 
assets. The use of these ratios and 
their value in testing or analyzing a 
financial statement have fully been set 
forth by Mr. Wall in his recent book 
entitled “The Banker’s Credit Man- 
uel” as well as in a pamphlet issued by 
the Robert Morris Associates entitled 
“Financial Statements.” 

While the ratios as suggested can be 
applied to a single statement, their 
value is largely increased by compari- 
son with those made from other state- 
ments. For this reason Mr. Wall has 


worked out to a certain extent a sys- 
tem of type ratios. ‘I'o do this a large 
number of statements for a certain year 
covering a single line of business were 
gathered, and the ratios obtained were 
averaged. The seven average ratios 
were assumed to be the type ratios for 
the particular line of business. It is 
instructive to note in this connection 
that the average current ratio of quick 
assets to current liabilities expressed in 
percentage form made from 189 groc- 
ery statements, was 244.45; the aver- 
age current ratio from 101 dry goods 
statements was 211.89; and the aver- 
age current ratio from _ thirty-three 
hardware’ statements was 277.78. 
These averages are quite different from 
the generally looked for two for one 
condition. Mr. Wall has also worked 
out a table and ratios covering many 
lines of business, not only nationally 
but covering certain sections of the 
country. These figures were fully set 
forth in an article entitled “Credit 
Barometrics” prepared by Mr. Wall 
for the Federal Reserve Board and 
published in the Bulletin. They should 
undoubtedly be of considerable value 
to any one interested in the study of 
credit and especially the analyzing of 
statements. More complete and up-to- 
date figures are constantly being pre- 
pared by Mr. Wall and those who have 
studied the matter feel that his efforts 
are in the right direction. 

As a general idea of the purposes 
and methods of statement analysis, 
both present and prospective, has been 
given, the Balance Sheet figures re- 
ceived from Jones & Brown and the 
Broadway Clothing Company, the de- 
tailed affairs of which were fully dis- 
cussed in last month’s article, will be 
set up on the respective partnership 
and corporation bank comparison 
forms. The operating details covering 
the partnership and corporation trans- 
actions will also be added. A compara- 
tive analysis of these statements ac- 
cording to prevailing methods, there- 
fore, can be made and in so doing each 
item will be considered separately in 
the order appearing on the statement 
forms. 
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Wo. 188A Firms 
JONES & BROW New York City, 
ASSETS 191 
Dace Sat 
Cash . ° 18) 740 
Notes and Bills Receivable (customers) ' 5} 000 
Accounts Receivable (customers) 95 000 
J fished and in process : . 52/000 
Merchendien ) storia 7 81000 
Miscelianeous Items—Current 61000 
Other Notes aad Accounts Receivable ° 
Real Estate and Buildings 10/000 
Machinery and Fiatures. 8] 000 
Investmebts 
Miscellaneous Items—Siow 500 
Trade Acceptances 
TOTAL 2731240 
LIABILITIES. 
Notes and Bills Payable to Banks and Bankers 80/000 
Notes and Bills Payable for Merchandise 
Accounts Payable for Merchandise . 25 000 
Other Notes, Loans or Accounts Payable 
Miscellaneous Items—Current 21000 
Bonded Debt (when due 
Real Estate Mortgazes (when due 
Miare/laneous Itema— Slow 
Trade Acceptances 
Totai Liabilities a 107 {000 
Reserves... - m 21750 
Net Worth 2 163 1490 
TOTAL 273 |240 
Current'Assets 253 1790 
Current Liabilities 107 |000 
Ratio... — 24 37 
Excess or Defeitof Current Assets 146 I790 
Outside Worth of Partners 
Contingent Liability 
Net Sales . $20 
Gross Profit 112 /700 
Gevernl apd Selling Expenses. _ 474 
Operating Profit (or Loss) _. < 7 250 
Other Inecme ‘ 240 
Charges against Income 
Net Income (or Deficit; nanan 71 490 
Withdrawals ............. - 
Increase oF Decrease in Net Worth. i 
‘See potation on reverse side. 
Exhibit 1 


Upon glancing at the two compari- 
son forms, it can be seen that the De- 
cember 31, 1919 statement of Jones & 
srown has been set up on a partnership 
iorm and appears as Exhibit No. 1, 
while the January 1, 1920 statement 
giving effect to the corporate financing 
on that date has been placed on a cor- 
poration form and appears as Exhibit 
No. 2. This latter form also included 
the figures representing conditions at 





the close of the year 1920. As the op- 
erating details for 1919 were based on 
the original investment and the partner- 
ship business for that year, they are 
placed on the first form. In other 
words, the corporation being in exis- 
tence but one day, as of January 1, 
1920, the operating details for the pre- 
vious year could not correctly be ap- 
pended as of that date. In this con- 
nection it is of interest to recall that 
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during recent months many concerns 
have increased their capital or bonded 
indebtedness, and when subsequently 
selling their paper or securities, have 
made public only a statement giving ef- 
fect to the new financing and probable 
operating details based on the same. 
Had the original figures covering the 
vear’s business under the old capitali- 
zation been forthcoming, they might in 
many cases undoubtedly have been such 
as to induce the purchaser of the pa- 
per or securities to place his money 
elsewhere. 

Before discussing the statements, 
item for item, it may be well to bear 
in mind the nature of the concern’s 
business, which is that of manufactur- 
ing men’s clothing. In this business 
there are two principal seasons, name- 
ly, spring and fall. The terms of sale 
vary from sixty days’ dating with 
seven per cent. off for cash in ten days 
thereafter to four months’ terms. Many 
clothing manufacturers also sell on sea- 
son’s dating, which is usually May 
and November. This means that while 
fall goods are sold early in the year, 
delivery does not begin as a rule until 
July and the bills are dated November 
when payments begin. In the case of 
spring goods, deliveries begin around 
the first of the year and dating and 
payments are usually made in May. 

At the close of any year, therefore, 
when analyzing a clothing manufac- 
turer’s statement, we should expect to 
find the accounts receivable fairly well 
liquidated and the different items of 
merchandise, especially finished goods 
and goods in process, large. In view of 
a large merchandise item, a clothing 
company would no doubt be borrowing 
quite heavily from its bankers at such 
a time. It is always quite essential to 
understand the nature of any business 
under consideration, for in many cases 
statements are made at a time of mini- 
mum debt. The credit man _ should 
therefore be interested in getting the 
peak load, or amount of maximum bor- 
rowings at any one time. In a certain 
line, for example, a concern may not be 
supposed to borrow more than it is 
worth while in other lines it is per- 


missable to borrow several times the 
net worth. 

A brief analysis of the various items 
appearing on the statement forms may 
now be of interest. 


Cash 


There is no set rule regarding the 
amount of cash which a_ statement 
should show. It is an item which 
varies in size quite materially at differ- 
ent seasons. A particularly small amount 
might indicate that twenty per cent. 
balances in proportion to loans, which 
most commercial bankers require, are 
not being maintained, but in case a 
broker were also being used such a de- 
duction could not be made with any 
degree of accuracy. If cash is partic- 
ularly large, there is a possibility of 
early distribution for dividends, salar- 
ies or near-due accounts. Suffice to say 
the cash item should not be manipu- 
lated for statement purposes and should 
be large enough to care for the ordinary 
business needs such as payroll and 
other current items. In the problem 
under discussion the cash items appear 
to be quite satisfactory. On the first 
corporation statement the cash is espe- 
cially large due to money being re- 
ceived from sale of preferred stock at 
that time. 


Notes and Bills Receivable 


This item should as a rule be small. 
In a few lines of business such as the 
raw fur, contracting or piano, notes are 
sometimes given for payment, but in a 
great majority of cases business is done 
on the open account or acceptance basis 
and consequently notes are only given 
after an account has become due and 
not paid. Such notes are subject to 
considerable depreciation, and if dis- 
counted at a bank, where they are 
known as “receivables,” a contingent 
liability is incurred which should be set 
forth on the statement form below cur- 
rent ratio. The item of Notes Re- 
ceivable, therefore, should be quite 
carefully investigated if of any size. In 
the present problem the amounts ap- 
pear fairly large and indicate lax cred- 
it methods or poor collections. In this 
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‘N. B, 38 Corporations 
THE BROADWAY CLOTHING COMPANY New York City, 
ASSETS ay “ T1920 7 
Cash aeteaenenenn jsviacendbermesbianaseenaln’ 891740 46 b80 
Notes and Bills Receivable (customers)....- sereeeee 5 000 15 0 
Trade Acceptances ----------- 
Accounts Receivable (customers)..-.. steeeseneewers eoew 951000 225 1000 
Merchandise < finished and in process. .....«-----++0eccceeee 52 000 150 1000 
€ raw material...... ce0--ceeeeeeeeceeeene 78] 000 163 ooo 
Miscellaneous Items—Current...... 6] 000 € 1000 
Other, Notes and Acecunts Receivable -.......--« 
Real Estate and Buildings...-----.- 135] 000 135 |coo 
Machinery and Fixtures.-.-.---.-+++ 8} 000 49 j000 
Investments essees ° ecscees 
Miscellaneous Items—Slow and ine 500 1 000 
Discount. on Preferred. Stock 5] 000 
Good Will x 36] 510 36 |50 
TOTAL 510} 750 827 #9C 
LIABILITIES 
Notes and Bills Payable to Banks and Bankers 80] 000 200 
Notes and Bills Payable for Merchandise 
Trade Acceptances 
Accounts Payable for Merchandise. 25] Coo 56 |000 
Other Notes, Loans or Accounts Payable ... 
Miscellaneous Items—Curreat.. 2] Coo 7 [000 
Bonded Debt (when due... 2940............2.0+ aoesill 100) 000 100 j000 
Real Estate Mortagages (when due... one ) 
Miscellaneous Items—Slow Premium on. Bonds 1] 000 
Reserve. for. Taxes - 20 |000 
Total Liabilities see - cece wsee 208) 000 383 000 
Resorves...... ssssnconenssse Joie ne 21750 23 400 
Capital Stock cove weve , 300} 000 300 j000 
Surplus and Undivided Profits ( or’ Defeit 121.1090 
TOTAL 510] 750 827 |490 
TT ee 324 790 602 7 80 
Current Liabilities . anennansssescineeensctanreh 107] 000 283 |000 
II cacckiessrsnteniatidebisiie boven 3,03 213 
Excess or Deficit of Current Assets : 2171750 319 1760 
Outside Worth of Endorsers .. 
SITTIN ccces cccecscrertncseces ecesecenesccnececs 
Net Sales. 200 j000 
Gress Peeht...0..20 e-ccocesee 252 1100 
General and Selling Expenses ee 12) 250 
Operating Profit ( or Loss ) ---- coe eee acces 12¢ 650 
Other Income... . sadecesen 240 
Charges against Income ............-.<s00-es-seeseeeseeeeee 
Net Income (or Deficit } 121 090 
eRe aN. -. o cee snneencnsecess csccerresoentess 
Dividends—Common 
Increase or Decrease in Surplus....----+00000.000++ 
*See notation on reverse side. 
Exhibit 2 


connection it should be mentioned that 
if any of them represent loans to offi- 
cers or employees, or subsidiary or 
affiliated interests, they should be 
placed with the slow assets under the 
heading of “Other Notes and Accounts 
Receivable.” 


Trade Acceptances 


As the subject of trade acceptances 
will be discussed in some detail in a 
3 


later article it may be merely men- 
tioned at this writing that where ac- 
ceptances are received for the sale of 
merchandise which is the only way in 
which they can properly originate, they 
are available for discount at a bank, in 
which case a contingent liability is also 
created. This would not be the case, 
however, were they endorsed “without 
recourse” for in such instances the en- 
dorser assumes no respons'bility for 
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payment. Endorsements of this nature 
are but rarely used as the paper thus 
offered would be more of the nature of 
an outside investment rather than di- 
rect accommodation to a customer. Al- 
though the use of trade acceptances has 
not as yet become universal we find 
them well known in certain lines. In 
the raw silk business, for example, or 
in any business in fact where long 
terms are customary, four months’ 
trade acceptances or those of other ma- 
turities are now quite common. 


Accounts Receivable 


Accounts receivable or book accounts 
are considered a most liquid asset. 
They should of course represent real 
transactions and should cover strictly 
goods sold and delivered and should 
not include monies due from employ- 
ees, subsidiary concerns or branches. 
A sufficient amount of depreciation 
should be set up against the accounts. 
It is essential to learn if any of the 
accounts have been pledged in any way 
or sold to companies known as commer- 
cial or private bankers. During re- 
cent years this practice has grown very 
considerably and while there is a differ- 
ence of opinion as to whether it is 
proper, there is no question but what 
the banker loaning funds on the con- 
cern’s straight note should be informed 
if any of the accounts are hypothe- 
cated. 

The proportion of accounts receiv- 
able (including notes) to sales is an 
important relationship or ratio as it 
gives quite accurate information as to 
how collections are being made. Should 
annual sales be $24,000 and accounts 
$2,000, the result obtained by division 
would be twelve, indicating that col- 
lections were averaging thirty days. If 
the terms of sale were thirty days this 
would be excellent, and a better aver- 
age than is usually found. In the case 
of Jones & Brown and the succeeding 
corporation, the sales are five times the 
receivables, which appears to be too 
high a figure in view of the seasonal 
nature of the business. Such rapid col- 
lection of accounts would hardly be ex- 
perienced in the clothing manufactur- 


ing business unless the terms allowed 
purchasers were much shorter than is 
customary. There is also a_ proper 
ratio between accounts receivable and 
merchandise for a concern should have 
sufficient goods on hand to meet prob- 
bable sales. Much depends, however, 
on general business conditions as well 
as the customary or seasonal position of 
a business as of statement date. 


Merchandise 


Most bank comparison forms sub- 
divide the item of merchandise into 
“Raw Material” and “Finished and in 
Process.” In some bank forms the lat- 
ter item is also subdivided but as a rule 
concerns do not give out such detailed 
data, more often unfortunately, merely 
stating one lump sum to cover all mer- 
chandise. Regardless of this feature 
merchandise constitutes one of the most 
important parts of the current assets 
and is an item appraised with difficulty. 
The correctness of a merchandise in- 
ventory rests largely with the integrity 
of the management and the testing abil- 
ity of the certified accountant. It 
should be taken at a time when it re- 
flects a normal condition of business in 
the particular line, and the kind of 
merchandise and the nature of the busi- 
ness must also be considered. Most 
credit men agree that cost price should 
be taken except when present value is 
less than cost in which case inventory 
should be taken at the lower valuation. 
By comparing merchandise with an- 
nual sales, that is, dividing merchan- 
dise into sales, the approximate annual 
“turnover” is determined. In our pres- 
ent example, the stock was turned four 
times in 1919 and almost as much the 
following year. This would seem to be 
very good for the clothing manufactur- 
ing business and in fact is probably 
somewhat better than most successful 
concerns are able to do. As the height 
of the spring clothing manufacturing 
season is in November and December, 
and as spring delivery begins soon 
after the first of the year, it is appar- 
ent that both Jones & Brown and the 
Broadway Clothing Company are 
rather short of merchandise on state- 
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ment date. Another criticism of these 
statements is that the finished goods 
and those in process are too small and 
should at least equal or exceed the raw 
material. 


Miscellaneous Items—Current 


Under this heading we have placed 
Liberty bonds although practically all 
other investment items of any kind are 
classed with slow assets by bank credit 
men. If the amount of Liberty bonds 
were large it would be well to ascertain 
whether they were being carried at par 
or at market. Also, when Liberty 
bonds have been pledged, the full 
amount of bonds may be carried as a 
quick asset and the loan as a quick lia- 
bility, or what is possibly more com- 
mon, the loan may be deducted from 
the value of the bonds and the result- 
ing equity treated as a quick asset. 


Other Notes and Accounts Receivable 


These have been described hereto- 
fore as notes and accounts from officers, 
employees or subsidiary concerns and 
are always classed with the slow assets. 
In the case of obligations of officers or 
employees the matter is not serious un- 
less the amounts are comparatively 
large and in such instances an explana- 
tion should be forthcoming as to just 
what these items cover. Where money 
is owing from subsidiaries, however, 
there is an element of danger which 
must not be overlooked and it is neces- 
sary to ascertain just what relationship 
exists between the concerns. Also, if 
the amount involved is at all sizable the 
credit man should familiarize himself 
with all possible facts and figures per- 
taining to the subsidiary. In the case 
of a wholesale grocery company owning 
a separately incorporated chain of re- 
tail stores, for example, it is important 
to know what proportion of the par- 
ent company’s sales are to the stores. 
The question. of obtaining a consoli- 
dated statement is also of importance, 
especially where the parent company 
has an interest in the financial arrange- 
ments of its subsidiaries. 


Real Estate and Buildings 


This is a strictly slow asset regard- 
less of cost or location. The banker 
must always look to the quick items for 
the payment of a loan. Real estate is 
often mortgaged in which case the 
mortgage should be shown in the liabili- 
ties, and it is essential for the banker 
to know the maturity and interest 
charges. It is needless to say that the 
property should be amply insured, 
taxes and assessments paid, and any 
special liens mentioned. The size of 
the real estate and buildings item of 
course depends largely upon the nature 
of the business, but any unduly large 
item of this character should be 
scanned with a degree of caution. It 
is hardly necessary to mention that had 
some of our prominent industrial con- 
cerns used more discretion in adding to 
their property and plant accounts for 
the past year or so they would not have 
been as hard pressed for ready cash 
during the recent depression. Bankers 
do not as a rule loan money to finance 
real estate purchases and building ex- 
tensions, such betterments being paid 
from earnings or through increased cap- 
ital investment. It is of course essen- 
tial that the proper depreciation re- 
serves be set up. 


Machinery and Fixtures 


Practically the same reasoning ap- 
plies to this item as in the case of 
real estate. Most machinery would 
have limited value if sold and is sub- 
ject to marked depreciation and even 
obsolescence. An exception to the gen- 
eral rule, however, is that of looms and 
spindles in cotton mills. These are 
quite valuable, can be moved to other 
mills without serious inconvenience and 
in several instances are said to have re- 
cently been appraised at higher prices 
than cost. In analyzing a cotton mill 
statement, therefore, the banker would 
not necessarily regard with apprehen- 
sion a large item of machinery. It is 
well to learn whether the machinery 
has been purchased on the installment 
plan and whether any chattel mort- 
gage is outstanding. In discussing the 
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present statements it is of interest to 
note that the partnership had compara- 
tively little capital tied up in fixed as- 
sets of this character, but that large in- 
creases were made during the second 
year. In view of these extensive in- 
creases and the fact that the volume of 
business was only doubled, it is appar- 
ent that full advantage of the increased 
capacity was not availed of, or else ab- 
normal prices were paid for the equip- 
ment. The banker would be entitled to 
know the true facts in the case. 


Investments 


It is well to know the type of securi- 
ties included in this item. Are they 
stocks or bonds of affiliated or sub- 
sidiary companies or are they stock ex- 
change or active securities and easily 


salable? As stated before, all invest- 


ment items except United States Gov- 
ernment obligations are treated as slow, 
but it is obvious that first class securi- 
ties of prime corporations, and espe- 
cially those enjoying an active market 


are more desirable than otherwise, and 
the banker is entitled to full details. 


Miscellaneous Items—Slow 


Such items usually known as de- 
ferred assets, include prepaid interest, 
taxes, advertising or insurance and 
must be properly charged off into 
Profit and Loss at later periods. They 
have little or no actual value in case of 
liquidation. 


Discount on Preferred Stock 


This item seldom appears in a finan- 
cial statement but was necessary to give 
the true effect of the new financing on 
January 1, 1920. During the course 
of the year, it was properly charged 
off into Profit and Loss, and did not 
appear in the December statement. 
Were it larger, however, a certain por- 
tion could be charged off annually over 
a period of years instead of in a lump 


sum. 


Good Will 


Good will, patents, et cetera, are in- 
tangible assets and usually have but 
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little real value. Often, as in the pres- 
ent case, good will represents “water” 
and the large surplus shown on De- 
cember 31, 1920, would be quite mate- 
rially affected if the good will item 
were eliminated. In some’ instances, 
where a concern has had a long suc- 
cessful record and its product is very 
well known a fairly large good will 
item is justifiable but as far as the 
credit risk is directly concerned good 
will should be eliminated. 


Notes and Bills Payable to Banks and 
Bankers 


In analyzing this item, it is impor- 
tant to ask whether the notes are se- 
cured by collateral or endorsed or 
guaranteed by those interested in the 
concern. The amount of notes out- 
standing from time to time would vary 
considerably according to the season 
and also possibly according to the 
trend of commodity prices. When the 
merchandise ‘item is large, bank loans 
are usually heavy and as a rule greatly 
exceed the accounts payable for mer- 
chandise. Notes payable under the 
above heading also include loans made 
through commercial paper brokers but 
that subject will be discussed in a sub- 
sequent article. Bank acceptances 
might also be included although they 
might more properly be listed as a 
separate item. In analyzing the state- 
ments it will be noted that practically 
all of the figures are in even amounts. 
Round figures such as these would be 
rarely found except in the case of notes 
payable to banks. When a concern ob- 
tains money from a bank it usually 
borrows in even amounts such as $5,- 
000 or $10,000 as the case may be. 
When the credit man, therefore, sees 
that a concern’s notes payable are rep- 
resented by an uneven sum such as 
$9,761.28, there is a possibility that 
the item includes notes given for mer- 
chandise purchases, which practice is 
undesirable. On the other hand, it may 
represent miscellaneous deposits from 
friends and officers, or possibly the un- 
earned interest charge has been de- 
ducted. Where the amount of the notes 
payable item is large or uneven, the 
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credit man should endeavor to deter- 
mine the cause. 


Notes and Bills Payable for Mer- 


chandise 


In the average well managed con- 
cern this item should be lacking. As 
stated before notes are given in cer- 
tain lines of business, but this is ex- 
ceptional nowadays, and as a rule such 
an item would be a danger signal. 


Trade Acceptances 


Trade acceptances have already been 
mentioned in connection with the an- 
alyzation of the quick assets but from 
the viewpoint of the buyer it may be 
mentioned that where he is not in a 
position to take cash discounts he is bet- 
ter able to compete with the cash buyer 
by using acceptances. By giving a 
negotiable evidence of indebtedness to 
the seller good faith is shown and 
where such obligations are promptly 
met credit is improved. A_ concern 
which gives trade acceptances is more 
liable to act carefully and intelligently 


in its purchases than were it purchasing 
on open account. 


Accounts Payable for Merchandise 


This item should ordinarily be rela- 
tively small. Open accounts must usu- 
ally be settled promptly to take advan- 
tage of any discounts offered. It is 
well to ascertain, if possible, if any of 
the accounts are secured, and if any 
part is due to officers, directors or em- 
ployees. In the present problem, the 
accounts appear to be fairly small and 
well below bank borrowings. 


Other Notes, Loans or Accounts Pay- 
able 


It is advisable to inquire as to why 
such liabilities have been incurred. 
They often represent loans made by 
directors or friends and would be with- 
drawn at the first sign of trouble with 
subsequent detriment to the other credi- 
tors. Most legitimate needs can be met 
through bank borrowings, or if addi- 
tional capital is required, it can be ob- 
tained with more permanency through 


issuance of capital stock. All items un- 
der this heading should be considered as 
quick regardless of promises or state- 
ments as to relative permanence. 


Miscellaneous Items—Current 


Such items as accrued wages, taxes, 
interest or dividends should be in- 


cluded. 


Premium on Bonds 


This is a bookkeeping transaction 
corresponding to “Discount on Pre- 
ferred Stock” which has previously 
been discussed. At the end of the year 
when the books are to be closed it will 
be wiped out through the medium of the 
Profit and Loss Account. 


Reserve for Taxes 


It is well to ascertain that a reserve 
for taxes is set up on all statements. 
Taxes are the quickest kind of a lia- 
bility and at present are very heavy. 
At the close of the year taxes can be 
fairly well estimated, and in some cases 
fully one-half of the net income might 
be reserved. A statement that the sur- 
plus represents conditions before tax 
adjustments is not sufficient and many 
concerns that have not set up the. 
proper reserve have unfortunately had 
to borrow heavily shortly after to meet 
tax payments, thus incurring a rather 
bad credit standing. 


Bonded Debt and Real Estate Mort- 

gages 

In analyzing these items, it is im- 
portant to know whether the bonds are 
secured only by real estate and build- 
ings or cover the general assets. In 
the latter case, the bondholders have in 
effect a prior lien on all assets of the 
company, and the general creditor is in 
an unfavorable position. Such infor- 
mation as purpose of issue, maturity, 
rate of interest, date of issuance, re- 
tirement and sinking fund provisions 
must be mentioned. Annual sinking 
fund payments must usually be re- 
garded as a current liability. Serial 
bonds or short term notes maturing 
within twelve months are also cur- 
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rent, and some bankers hold that when 
there is any doubt about the concern’s 
credit, debenture bonds should be 
classed as current. The question of 
caring for maturing long term issues 
should also be given attention so that 
plans for refunding or extension may 
be duly considered. 


Reserves 


The necessity of setting up reserves 
covering depreciation on real estate, 
machinery and equipment has _previ- 
ously been explained. Some credit men 
prefer to deduct these items directly 
from the assets in question, while others 
prefer to class them with the liabilities 
in order that the yearly increases may 
be noted. Reserves for bad debts and 
discounts are of a current nature but 
are often included on the bank compari- 
son forms with other reserves, the full 
amount of the accounts receivable thus 
being shown. Later, when totalling 


current assets for ratio purposes, the 
amount of the reserve is deducted. This 
system has been followed in the prob- 


lem under consideration. Losses by 
bad debts which are incurred during 
any year should be charged off to 
Profit and Loss, owing to the fact that 
the reserve set up at close of year cov- 
ers only accounts then outstanding. 
Unduly large reserves of all kinds are 
sometimes set up to reduce profits and 
consequently to evade paying large 
taxes. 


Capital Stock 


All details such as amounts author- 
ized and issued, par value, dividend 
rates and cumulative features should be 
known. When capital stock shows an 
increase over any period, information 
should be forthcoming as to whether 
payment was in cash or whether a stock 
dividend was declared. This latter 
form of increase is very popular at 
times and results as a reduction in sur- 
plus. Some concerns, having idle surplus 
funds, purchase their own stock in the 
open market, carrying it as an invest- 
ment instead of reducing the amount of 
capital stock outstanding. The stock 
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exchange is said to be largely responsi- 
ble for such an action for should the 
treasury stock be deducted from the 
capital stock on the liability side it 
would no doubt be stricken from the 
trading list. Some persons advance the 
argument that the directors and officers 
of a concern knowing more about its af- 
fairs than about other companies, are 
justified in investing in their own 
stock. The desirability of such a pur- 
chase is, however, not generally con- 
ceded. 


Surplus and Undivided Profits 


This item represents the accumula- 
tion of surplus earnings from year to 
year. It is not a lump sum of money 
as many students of finance are led to 
believe but is represented in the vari- 
ous assets. Few concerns are so un- 
wise as to pay out all earnings in divi- 
dends but prefer to hold at least part 
of the money to provide for increased 
business. In analyzing and comparing 
statements, it is essential to “reconcile 
the surplus.” This merely means that 
the addition of the net income for the 
year to the previous year’s surplus less 
dividend payments, should be approxi- 
mately the same as the latest surplus 
figure shown on the statement. It is 
well to know whether a yearly gain in 
surplus is represented by an increased 
cash item or is largely tied up in slow 
assets. 


Net Worth 


This term has previously been re- 
ferred to as the excess of assets over all 
liabilities, and represents the owner- 
ship interests in any business. It is the 
accountability of a business to its 
owners and in the case of a partnership 
is represented by the partner’s capital 
accounts while in a corporation it is 
represented by outstanding capital 
stock, surplus, undivided profits and 
special reserves for contingencies, less 


good will. 
Outside Worth of Endorsers 


Officers of a company often person- 
ally endorse the company’s paper. En- 
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dorsements are sometimes obtained be- 
cause a concern is financially weak and 
again merely as a matter of precaution 
or custom by the banker. Firm paper 
is not usually endorsed as all partners 
are individually liable for the debts of 
the firm. In case of endorsement it is 
well to ascertain what strength is 
added to the note. In other words, 
what are the outside means of the en- 
dorser? A request for a statement or 
definite information on the subject is 
not unwarranted and should be forth- 
coming without hesitation where bor- 
rowings on this basis are at all large. 
It is also well to learn whether en- 
dorsers give endorsements in any other 
direction. This often occurs and some- 
times greatly minimizes the value of 
such signatures. 
Consignment Accounts and Advance 
Purchases 


When merchandise is consigned but 
not actually sold, it is not in reality an 
account receivable. There is also a 
possibility that the merchandise may 
meet with accident and not be returned. 
It should, therefore, be carried in a spe- 
cial account for the time being. Many 
concerns are not strict in reporting pur- 
chases for future delivery, and the lia- 
bilities incurred therefor. This infor- 
mation should be placed on the books 
and thus included in the statement, as 
the bankers are entitled to it. In some 
cases the current ratio would be mate- 
tially changed and often weakened by 
the addition of these two items to both 
sides of the statement. Bank credit 
men should therefore carefully inquire 
into commitments for future delivery 
especially because of possible loss due 
to falling prices. 


Contingent Liabilities 


There are many kinds of contingent 
liabilities and the credit man who is 
“on the job” will make an effort to as- 
certain if any exist. The best known 
form of contingent liability is probably 
that arising from the discounting or en- 
dorsing of notes receivable and ac- 
ceptances. The discounting of foreign 
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bills of exchange also incurs a con- 
tingent liability, as well as the guar- 
anty of the obligations of subsidiaries. 
Commitments for future delivery of 
merchandise purchased likewise make 
the buyer contingently liable and the 
many cancelled contracts and subse- 
quent law suits in recent months have 
very forcibly brought the matter to the 
attention of all credit men. As stated 
before, a contingent liability may come 
about in many ways and as they are 
not often directly set forth on the 
statements received by banks, it is the 
duty of the bank credit man to dis- 
cover them before it becomes too late. 


FINAL ANALYSIS OF STATEMENTS 


The various items in the sample 
statements have been discussed in de- 
tail and some criticisms made. The 
current ratios have been uniformly bet- 
ter than two for one, and on the whole 
a satisfactory position is set forth. In 
fact, the growth and prosperity of the 
business appears to have been rather 
uncommon. Gross profits have been 
large for the volume of business trans- 
acted and general and selling expenses 
comparatively small. During 1920, 
however, the working capital was not 
increased sufficiently to maintain the 
former high ratio. Profits from the 
doubled volume of business were not in 
proportion, although reserve for taxes 
on the corporation statement probably 
made some difference. Considering the 
fairly modest beginning, the concern 
has been going ahead very rapidly, and 
in view of dividend declarations, large 
items of plant extension and good will, 
its officers might be tactfully warned of 
over-expansion and the advisability of 
conservatism, should they apply for 
further credit. 

In analyzing the foregoing state- 
ments, no attempt has been made to 
cover all possible details regarding 
each item. Not only will space not 
permit but the credit investigator, who 
is newly learning the rudiments of 
statement analyzation can hardly ex- 
pect to go into minute detail regarding 
every item. In fact, an investigator is 
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very often forced to rely on data at 
hand and in most cases is unable to se- 
cure a great deal of explanatory in- 
formation regarding the various items. 
Such facts should be obtained by the 
accountants when making the audit or 
by the bank official when discussing the 


THE BANKERS MAGAZINE 


statement with the client. The investi- 
gator should have the ability to look 
over intelligently and digest all obtain- 
able figures and to analyze a statement 
so well as to lay bare any weak points 
in the financial structure of the con- 
cern. 


au 


Problems of Safe Deposit Management 
By George G. Bradford 


President Massachusetts Safe Deposit Association 


[The following extracts from an address 
made by Mr. Bradford before the New Eng- 
land Bankers Convention should be of in- 
terest to all banks doing a safe deposit busi- 
ness.—T'HE Eprror. | 


WO features of a new situation 
in safe deposit management 
that has been developing so rap- 

idly within the last year or two, that 
deserve attention, are, first: 

The enormous increase in the growth 
of the business and the tremendous de- 
mand for boxes which has made the safe 
deposit department of the bank a pay- 
ing investment. Banks that have been 
running that department at a Joss are 
now finding it an increasing source of 
profit. This is due, of course, to the 
Liberty Bond. There are in New Eng- 
land at least a million Liberty Bond 
holders owning approximately two bil- 
lion dollars of Liberty Bonds. Most 
of these sooner or later find their way 
to the safe deposit vault for safe keep- 
ing. ‘This offers to the banks who meet 
this demand with well organized and 
well guarded safe deposit departments, 
a legitimate and very considerable 
source of additional income. But it also 
offers now possibilities of loss, for the 
Liberty Bond that creates the demand 
and makes possible the profit, brings 


with it a new danger—the possibility 
of loss. 

I turn now to the second fact—the 
possibility of loss, a possibility that has 
not been brought home to the banks of 
New England because there have been 
as yet few or no losses in New Eng- 
land. 


A REMARKABLE RECORD 


Prior to the advent of the Liberty 
Bond losses in a safe deposit vault 
were an almost unknown thing. In a 
half century of safe deposit practice 
in Massachusetts there had been only 
one insignificant loss of a few thousand 
dollars, a very remarkable record when 
we consider the numerous losses in 
other departments of the banking busi- 
ness. A similar record is found in 
other states, few losses and mostly for 
insignificant amounts—$1,450, $3,750, 
$2,500, $2,000. 

This really very remarkable record 
is deserving of a brief word of com- 
ment. Without going into a history of 
the safe deposit business of the coun- 
try or discussing at length the skill and 
vigilance and high sense of personal 
and financial responsibility that pro- 
duced this result, we should note two 
factors contributing to it that operated 
just prior to the war. One factor was 
the ingenuity and safety of the safe 
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deposit system. It is a very ingenious 
and safe system. If managed with in- 
tegrity and reasonable skill, it is a sys- 
tem hard to beat. 

The second factor is that prior to 
the advent of the Liberty Bond there 
was no compelling inducement for 
thieves to beat the system or burglars 
to break and enter. The contents of 
the average safe deposit box prior to 
the war could not be stolen from the 
box and disposed of without being 
traced back to the thief. Railroad 
bonds, public service bonds, the other 
negotiable instruments usually found ina 
safe deposit box could not be marketed 
or turned into cash without detection. 


SAFETY FROM ACCIDENT OR THEFT 


I am frequently asked by bank men 
how anything could possibly be lost or 
stolen from a safe deposit box. 

That question is a compliment to the 
skill, the vigilance, and the integrity 
of the safe deposit manager of the last 
half century. It is because those men 
have understood the possibilities of 
loss, because they have anxiously dis- 
cussed and debated and devised ways 
and means of preventing these possible 
losses that the very remarkable record 
of the last half century has been 
achieved. 

It is because we want to preserve 
that record and perpetuate it that we 
are here to urge the new comers to con- 
sider the possibilities of loss, loss of 
capital, loss of prestige, loss of reputa- 
tion, and to seek by all reasonable 
methods that ideal of safety that is the 
raison d’etre of a safe deposit vault. 

As it is impossible to discuss in an 
open meeting like this, intimate details 
of safe management without danger 
both to the public and to the banks, we 
urge small group meetings of bank offi- 
cials at convenient centers like Spring- 
field, Worcester and Haverhill, Fall 
River and Providence, Concord, Man- 
chester and Portland, to discuss these 
problems with their vault managers in 
a more intimate way. 


CUSTODY OF LIBERTY BONDS 


The war imposed upon the banks the 
custody of Liberty Bonds. It was an 
indispensable service they were called 
upon to render the public, and they had 
no choice but to render it. But there 
is a choice in the methods they employ 
to render the service. In making this 
choice banks prudently choose the meth- 
od which offers on the whole the 
greatest safety and convenience for the 
public and the banks. The question 
whether they employ the old familiar 
banking method by which they can re- 
tain complete control of the situation, 
or the new safe deposit method, of 
renting boxes to customers which is an 
admirable method if the bank is so or- 
ganized as to overcome the technical 
difficulties in the way of complete con- 
trol, and can wisely assume the differ- 
ent legal liabilities, is a very important 
one. So important that the Massachu- 
setts Safe Deposit Association has pre- 
pared a leaflet on the question entitled 
“Liberty Bonds and the Banks’ Re- 
sponsibility for their Safekeeping, a 
Question of Method and Liability.” As 
the question is a rather technical legal 
question, I will ask the usual privilege 
“Leave to Print” and refer you to the 
leaflet. I would call it especially to the 
attention of the officers and trustees of 
the mutual savings banks. There is a 
question today whether they can wisely 
use the safe deposit method under pres- 
ent conditions. This sudden change in 
the situation within the last year or two 
from the easy going pre-war days to 
the more difficult and perplexing situa- 
tion created by the Liberty Bond and 
the ascetylene torch make this question 
a very vital one. It has been wisely 
left to the judgment of the very respon- 
sible and conservative men who serve as 
trustees of our mutual savings banks. 


SERVICE AT COST 


Seriously, gentlemen, would it not be 
good public policy in view of the new 
dangers and costs of the business for 
banks to revise their safe deposit 
rates, and would it not be a good serv- 
ice to the community as well as good 
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business, to reorganize their safe de- 
posit department, increase the number 
of vault attendants, raise salaries to the 
standard that increased volume and re- 
sponsibilities of the business warrant, 
adopt such other reasonable safeguards 
as the occasion requires, and then make 
a charge for services rendered sufficient 
to cover cost of service, cost of mainte- 
ance and a reasonable profit on capital 
at the risk of the business? 

A few banks in Massachusetts, Rhode 
Island and New York have done this, 
apparently with the approval of their 
customers. I believe it would be wise 
for all banks to look into this matter 
and take such action in each case as 
seems best. I do not think it neces- 
sary or wise to come to any agreement 
or enter into any combination on this 
point. But if each of you gentlemen 
will inform yourselves as to what it 
costs to maintain a well guarded and 
well managed safe deposit vault and 
fix such reasonable charge to your cus- 
tomers as will cover the cost, including 
a fair profit on capital at risk of the 
business, you will find you have gained 
their increased confidence in _ the 
strength and security of your institu- 
tion. 

The citizens of Massachusetts have 
learned that the street railways could 
not render good public service at less 
than cost, and have accepted as sound 
public policy the principle of service at 
cost. I believe banks can wisely apply 
the same principle to the safe deposit 
business. 


COST OF SERVICE, AND THE MUTUAL 
SAVINGS BANKS 


This principle of “Cost of Service” 
could probably not be applied by the 
mutual savings banks in the same way 
as by the stock banks. There is prob- 
ably involved there a legal principle 
that would make it unwise for them to 
make any charge for service for the 
custody of Liberty Bonds. I would 
again refer you to the little leaflet on 
this subject. 
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VIGILANCE 


The following incident (which actu- 
ally occurred) shows the need for con- 
stant vigilance. The vault manager’s 
instinct of caution and rigid observance 
of the rules of conservative practice 
prevented an unlawful entry. 

A young man came into a safe de- 
posit vault bearing a letter instructing 
the manager to grant him access to his 
father’s box and signed with the 
father’s name. With the young man 
came an older man who gave his name 
and said that he was connected with 
the city government lived in the same 
neighborhood with the box holder and 
his son, both of whom he had known 
for years. They stated that the father 
was ill but had written the letter and 
given his key to the son which he had 
with him. The manager said that he 
had no doubt but that it was all right, 
but that before granting the access, he 
could call up the box holder and get 
his spoken confirmation over the tele- 
phone. After he said this and got out 
his telephone book, the older man drew 
him aside and said that he better not 
try to telephone the father for, as a 
matter of fact, he had died at four 
o’clock that morning. It is needless to 
say that the young man did not get into 
the box. 


DIFFERENCE IN CUSTOMS OF TRADE 


The other day there occurred a very 
picturesque incident illustrating the 
difference in the customs of the trade, 
in the banking and in the safe deposit 
departments of the same institution. 
Each department had back of it a half 
century of successful and conservative 
practice, and each acted according to 
the best traditions of their trade and 
they acted differently. 

The vault manager received a tele- 
phone call at half-past four, after his 
vault was closed, from the vice-president 
of a large banking institution, notifying 
him that one of his box renters, a 
young man, had been passing forged 
checks on the banking institution, and 
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requesting him to prevent the box 
renter going to his safe deposit box if 
possible. A similar message was re- 
ceived by the treasurer, asking him to 
stop the young man from withdrawing 
any money he might have in his bank 
account. 

Promptly at nine o’clock the next 
morning, the young man appeared at 
the paying teller’s window and drew 
out his balance of $800. The teller, 
according to the custom of his trade, 
felt compelled to pay the check on de- 
mand without delay. The young man 
immediately went down stairs and ap- 
plied for admission to his safe deposit 
box, and was not admitted. The vault 
manager explained that he had notice 
of some trouble and must ask time to 
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consult counsel and requested the young 
man to call later. 

When the young man did come later, 
he was accompanied by his counsel and 
the counsel of the other parties in in- 
terest, and the contents of the box were 
turned over to the two counsels to hold. 

This cautious action of the vault 
manager to ask for time to consult coun- 
sel on the box renter’s first call, was 
in accordance with the best traditions 
of his trade. It was also in accord- 
ance with those traditions to admit the 
young man on his second visit, the man- 
ager having had time to consult counsel. 

As to the strict legal aspects of the 
case, they may have been the same, it 
was the custom or tradition of the trade 
that made the difference. 


Ul 
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Bankers’ Insured Savings Plan 


HE Lincoln National Life Insur- 
ance Company, Fort Wayne, 
after nearly two years of ex- 

perimentation, has worked out a prac- 
tical plan of insurance, the primary ob- 
ject of which is to promote thrift and 
savings. 

The plan is called the “Bankers’ In- 
sured Savings Plan” and is a combina- 
tion of a savings account in a savings 
bank with a life insurance policy is- 
sued by the Lincoln National. 

While the idea was actually put in 
practice by the company in June, 1919, 
the company did not authorize its gen- 
eral use until very recently. 

It is distinctly a “Live to Win” plan 
providing for regular monthly deposits 
in a savings bank for a period of ten 
years at the end of which time $500 or 
$1.000 as the case may be, matures for 
the benefit of the depositor insured. 
In case of death during this ten year 
period the insurance company pays to 
the bank a sum sufficient to enable the 


bank to pay to the designated bene- 
ficiary of the depositor insured the full 
face of the account. 

In referring to this plan the com- 
pany states: 

“In our opinion it is going to result 
in a very wonderful service to banks 
and their customers, in that it will en- 
courage persistent savings accounts. I 
think the plan is going to revolutionize 
the savings account business, and if so 
it will be a great factor in putting this 
country back on to a sound basis. 

“A simple statement of the plan is 
that by the correlation of decreasing 
monthly term insurance with a regular 
monthly and therefor a regular increas- 
ing savings account, one who desires to 
save a given sum of money ($500, 
$1,000, etc.) in a given time (120 
months) will, if he lives and continues 
to make his deposits, be enabled to 
draw out the amount he set out to save; 
but should he die at any time during 
the period he will immediately have a 
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savings account matured for his bene- 
ficiary for the amount he intended to 
save. 

“For many years banks have tried to 
encourage people to save money by tell- 
ing them that by saving money they 
would build character and _ success. 
This has not been an appealing sales 
argument, and the people who have re- 
sponded have not been persistent 
savers. The average deposit in strict- 
ly savings accounts is only $165 in this 
section of the country and the lapse 
rate on savings accounts is never less 
than fifty per cent. per annum, and in 
some cases as high as eighty per cent. 


INCENTIVE TO THRIFT 


“There is a lack of incentive to be- 
gin and even more a lack of incentive 
to continue saving. At best saving 
money in small amounts in order to 
build character and success and reach 
a final goal is not nearly so attractive 
to the mass of people as to accumulate 
one or two hundred dollars to spend on 
some luxury. The fact exists that as 
soon as the average person gets one or 
two hundred dollars saved the clever 
salesman of an automobile firm or some 
similar selling organization induces the 
saver to draw out his money as a first 
payment on some appealing luxury. 
The Christmas Savings Account cam- 
paigns have resulted in little more than 
to educate people to save money in or- 
der to spend it at the Christmas sea- 
son. 

“The Bankers’ Insured Savings Ac- 
count, as perfected and offered by us, 
furnishes, we believe, the incentive to 
people not only to begin to save but 
to continue to save. Under this plan 
we will issue insurance on people from 
age ten to fifty inclusive. The monthly 
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deposit rate of age ten to thirty-three 
is $7.60; thirty-four to forty, $7.70; 
forty-one to forty-five, $7.80; forty-six 
to fifty, $7.90. Thus only four groups 
of savings account books are required 
by the bank. 

“The opportunities for profit to a 
bank are great, for instance, having a 
thousand of these accounts maturing 
during a given year for $1,000 each. 
These thousand people with their $1,- 
000,000 maturing to them during a 
given vear certainly offer the bank a 
thousand of the best prospects that 
could be conceived for the sale of bonds 
or other securities. The bank has made 
friends of these people and the bank 
knows of these prospects sooner and 
more surely than any other bond house 
knows of them. 

“Think, too. of the opportunity a 
banking house has, with these thousand 
customers coming into the bank every 
month, of inducing them to open addi- 
tional similar savings accounts as they 
find from time to time that they can 
spare a greater amount of money for 
savings and realize that they are get- 
ting some place with their savings. 

“Another great advantage to the 
bank over ordinary savings accounts is 
that whereas the ordinary accounts are 
spasmodic, the deposits in insured sav- 
ings accounts are regular and the 
amount of deposits to be expected in 
any given month can be calculated to 
a nicety.” 

In view of the fact that one of the 
biggest problems of the savings banker 
is to hold accounts and keep them 
active, the practical suggestion of add- 
ing the insurance feature to an accumu- 
lated savings account is an exceedingly 
worth while one.—Bulletin of the Sav- 
ings Banks Association, State of New 
York. 
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[MPORTANT essentials in the service of- 

fered by the modern bank are quality and 
comprehensiveness. We have maintained the 
first through our existence of more than a 
century. The second is secured through our 
foreign, trust and investment services, which 
supplement our regular commercial banking 
functions. 


Established 1810 


THE MECHANICS & METALS 


NATIONAL BANK 
of the City of New York 


Head Office: 20 Nassau Street 


Capital, Surplus and Profits Deposits, June 30, 1921 
$27,000,000 $196,000,000 
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Banking and Commercial Law 


Important Decisions of Current Interest Handed Down by State and Federal Courts 
Upon Questions of the Law of Banking and Negotiable Instruments 


Clause Authorizing Indefinite 
Extension of Time Renders 
Note Non-negotiable 


Farmers National Bank of Oskaloosa v. 
Stanton, Supreme Court of Iowa, 
182 N. W. Rep. 647. 


N order to be negotiable, a note must 
be payable on demand or a fixed or 
determinable future time. The note 

involved in this case contained the fol- 
lowing clause: “And we hereby author- 
ize the holder hereof to extend the pay- 
ment of the same or any part thereof 
from time to time by reception of in- 
terest in advance or otherwise without 
impairing our several or joint liabili- 
ties.” It was held that this clause 
destroyed the negotiability of the note. 

The note was signed by the defend- 
ants as makers and delivered to the 
payee corporation in payment for shares 
of the corporation’s capital stock. The 
plaintiff bank bought the note from the 
payee before maturity, for value, and 
without notice that the makers had any 
defense to it. When the bank sought to 
enforce the note against the makers, 
they defended on the ground that the 
stock for which it was given was worth- 
less and that the note had been obtained 
from them by fraud. Because of the 
fact that the note was non-negotiable, 
this defense was good against the bank, 
in spite of the fact that the bank was 
a holder in due course. The bank was, 
therefore, not entitled to enforce the 
note. It was also held that the fact 
that the makers, at the time of deliver- 
ing the note to the payee, had reason to 
believe that the payee would sell the 
note to the plaintiff bank was immate- 
rial and did not prevent the makers 
from relying on the defense of fraud. 


OPINION 


Appeal from District Court, Ma- 
haska County; D. W. Hamilton, Judge. 


Action at law to recover from de- 


fendants the amount alleged to be due 
to the plaintiff upon a promissory note. 
Trial to a jury. Verdict and judgment 
for plaintiff, and defendants appeal. 
Reversed. 

Thos. J. Bray and John E. Lake, 
both of Oskaloosa, for appellants. 

David S. David, Burrell & Devitt, 
and McCoy & McCoy, all of Oskaloosa, 
for appellee. 

WEAVER, J. The action is brought 
upon a promissory note for $5,000 and 
interest, executed by the defendants and 
made payable to the order of the Lower 
System of Merchandising. It bears 
date of August 28, 1916, and is made 
payable six months thereafter. Em- 
bodied in the instrument is a clause as 
follows: 

“And we hereby authorize the holder 
hereof to extend the payment of the 
same or any part thereof from time to 
time by reception of interest in advance 
or otherwise without impairing our sev- 
eral or joint liabilities.” 

Alleging that it is the owner of this 
note and that the debt is wholly un- 
paid, the plaintiff bank asks judgment 
thereon. 

Defendants admit the making of the 
note, but deny all liability thereon. By 
way of affirmative answer the defend- 
ants plead that the note is non-nego- 
tiable, is wholly without consideration, 
and was obtained from them by fraud. 
They allege that the same was given 
for 375 shares of the capital stock in a 
corporation known as the Lower System 
of Merchandising; that such purchase 
was made and the note given at the 
solicitation and by the procurement of 
Robert Green, W. E. Lower, and G. J. 
Thomas, officers of said corporation, 
who falsely represented to the defend- 
ants the financial standing and condi- 
tion of the corporation. They further 
allege that they believed and relied 
upon said representations, and in re- 
liance thereon gave the note in suit; 
that in truth and in fact said corpora- 
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tion proved to be a mere sham, without 
capital or assets; and that the shares 
of stock were absolutely worthless. 

Relying to this defense, the plaintiff 
alleges that it purchased the note in 
due course for a valuable consideration 
and without notice of any infirmities 
therein or of the existence of any de- 
fense thereto. It further alleges that 
defendants made the note knowing that 
it was to be negotiated to the plaintiff, 
and with such knowledge assured the 
plaintiff that the note was all right, and 
by reason thereof defendants are now 
estopped to plead or prove the defenses 
set up in their answer. 

The case was tried to a jury, which 
returned a verdict for plaintiff for the 
full amount of the note. 

Notwithstanding the very extended 
briefs of counsel on either side, an ex- 
amination of the record leads us to con- 
clude that the result of this appeal must 
turn principally upon few propositions. 
So far as the case depends in any de- 
gree on the settlement of disputed facts, 
the verdict of the jury would seem to 
be final, and we shall not attempt their 
discussion. The debatable questions in 
this court are those arising upon ex- 
ceptions taken to the court’s charge to 
the jury. 

Among other things, the court in- 
structed as follows (paragraph 4): 


“You are instructed that the note 
sued upon, which has been admitted in 
evidence as Exhibit A, is a non-nego- 
tiable note, and that said note is sub- 
ject to all the defense in the hands of 
the plaintiff bank that it would have 
been subject to had suit been brought 
thereon by the Lower System of Mer- 
chandising, the payee named in said 
note; therefore, if the defendants have 
established their defense of false and 
fraudulent representations by a pre- 
ponderance of the evidence guided by 
these instructions, then your verdict 
should be for the defendants, unless you 
find that the plaintiff has established by 
a preponderance of the evidence its plea 
of estoppel, as explained hereafter in 
these instructions.” 


Referring again to the plaintiff’s plea 
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of estoppel, the court, in paragraph 10, 
used the following language: 

“Tf, when you have considered all the 
evidence in this case and weighed the 
same in the light of these instructions, 
you do not find that there was fraud 
in the inception of the note and that it 
was wholly without consideration when 
given by the defendants to the Lower 
System of Merchandising, then your 
verdict must be for the plaintiff for the 
full amoynt of the note with interest 
thereon according to the terms of the 
note. 

“But, if you find from a preponder- 
ance of the evidence that the note in 
suit was procured by the Lower System 
of Merchandising from the defendants 
by and through fraudulent representa- 
tions made by Robt. G. Green, W. E. 
Lower, G. J. Thomas, or some one of 
them, and that it was wholly without 
consideration, then your verdict should 
be for the defendants, unless you fur- 
ther find by a preponderance of the 
evidence that the plaintiff in good faith 
purchased the said note for a valuable 
consideration and that the defendants 
knew that said note was to be negotiated 
and consented thereto prior to the time 
that the plaintiff obtained said note, 
then you are instructed that, even 
though you find that said note was ob- 
tained from the defendants through 
fraud and false representations, as 
claimed by them, they would be estop- 
ped from setting up the claim of fraud 
as a defense to said note in the hands 
of the plaintiff.” 

Still further upon the same topic the 
court again charged (paragraph 19): 

“You are instructed that, if you find 
that the defendants at the time they 
executed the note in suit knew it was 
to be transferred to the plaintiff, and 
if they had reason to believe that the 
plaintiff was about to purchase said note 
for a valuable consideration, they must 
suffer the loss, if any they have sus- 
tained thereby, because it is a maxim of 
the law that when one or two persons 
must be made to suffer from fraud or 
misconduct of another that the one who 
placed it within the power of such per- 
sons to perpetrate the fraud or do the 
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wrong must bear the loss; and the de- 
fendants, believing or having reason to 
believe that their signing of said note 
would cause the plaintiff to part with 
a valuable consideration for the same, 
could not remain silent and now be 
heard to say that said note was obtained 
by fraud and without consideration.” 


To this was added paragraph 20, as 
follows: 


“You are instructed that, if you find 
from the evidence that at the time of 
the execution of said note by the de- 
fendants that they had knowledge of 
the fact that said note was to be sold 
to the plaintiff bank and acquiesced 
therein, and that at the time of the 
transfer of said note to the plaintiff 
bank the cashier of said plaintiff bank 
was advised that the defendants had no- 
tice of the fact that said note was to 
be sold to said bank, and that the bank, 
in purchasing said note, relied upon the 
assurance given to said bank that the 
defendants acquiesced in the bank pur- 
chasing the said note, then and in that 
event, if you so find from a preponder- 
ance of the evidence, the defendants 
would be estopped from asserting any 
defense to said note upon the ground 
of fraud or misrepresentations, and, if 
you so find, your verdict must be for 
the plaintiff in the sum of the amount 
of said note together with interest from 
the date of execution thereof.” 


Before entering upon a discussion of 
the instructions, it may be well to say 
that the defendants’ evidence was such 
as fairly tended to show that the “Low- 
er System of Merchandising’ was a 
worthless concern, being promoted by 
men who had taken to themselves more 
than half its authorized shares of $100,- 
000, for which they had never paid; 
that they concentrated their efforts 
upon the defendants, and by the usual 
acts and blandishments and persuasions 
which characterize such enterprises in- 
duced them to buy several thousand dol- 
lars “worth” of the stock at the special- 
ly favorable rate of $16 per share, 
when, so far as the record shows, such 
shares had no value whatever. ‘This is, 
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of course, not very material if defend- 
ants are estopped to defend against suit 
by the plaintiff, but, if under the law 
they are not so estopped, then their 
right to plead and prove the facts ought 
not to be disregarded. 

As will be seen by the first instruc- 
tion above quoted, the court held that 
the note is non-negotiable, and in the 
absence of estoppel is subject to all the 
defenses in a suit by the bank which 
would have been available to the de- 
fendants had the suit been brought by 
the Lower System of Merchandising it- 
self. This is undoubtedly correct. We 
have frequently held that a note con- 
taining a condition by which the holder 
can extend time of payment indefinitely 
is non-negotiable (Bank v. Weber, 180 
lowa 696, 164 N. W. 233, L. R. A. 
1918A, 432; Quinn v. Bane, 182 Iowa 
843, 164 N. W. 788), and, the trial 
court having so instructed, it was the 
law of the case for the jury. ‘There is 
some doubt whether the rule stated in 
the quoted paragraph is quite consistent 
with other instructions given in the 
charge, but its correctness is not open 
to serious question. It being conceded 
then, as it must be, that the note is non- 
negotiable, we reach the vital question 
whether defendants were in any man- 
ner estopped to plead and prove their 
alleged defense to the suit brought upon 
such note by the bank as an alleged in- 
nocent purchaser? Another pertinent 
form of the inquiry is whether the court 
erred in its charge to the jury concern- 
ing the law applicable to the pleaded 
estoppel? 

That the maker of a note having a 
good defense to an action thereon may 
estop himself to take advantage of it 
cannot be doubted. But can it be said 
that the maker of a non-negotiable note 
is estopped to rely on any defense he 
may have thereto simply because he 
knows that the payee taking the note 
intends to negotiate it, or will negotiate 
it, or is likely to negotiate it to a third 
person? We think this must be an- 
swered in the negative. Non-negotiable 
paper is assignable under our statute 
and practice, and, while the common- 
law requirement that the assignee of 
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such paper must sue, if at all, in the 
name of the payee, thereby opening the 
door to all defenses which the maker 
could plead had the paper never 
changed hands, has been abolished and 
the assignee may sue in his own name, 
the maker’s right to defend still exists 
undiminished. The rules pertaining to 
innocent holders are peculiar to the law 
of commercial paper, and a non-nego- 
tiable instrument is not ‘commercial pa- 
per,” and the assignee of it acquires no 
other or higher right than was held by 
his assignor. Tabor v. Foy, 56 Iowa 
542, 9 N. W. 897; Lutton v. Baker, 174 
N. W. 601, 6 A. L. R. 1696. Every 
man executing a non-negotiable note 
does it knowing it may be sold or dis- 
posed of to another, and every person 
buying such paper knows he takes it 
subject to every defense which would 
have been available to the maker had it 
not been negotiated. He owes the world 
no duty to stand on guard and publish 
warning to others that he preserves the 
right to defend against its collection by 
a transferee if it shall happen that there 
is ground for such defense. The note 
itself carries such warning on its face. 
It may well be that, if the maker of 
such note, knowing the existence of a 
good defense, encourages or advises an- 
other to purchase it, he may estop him- 
self from making such defense against 
the suit of one whom he has thus de- 
ceived or misled. But surely it cannot 
be true that the mere fact he “has rea- 
son to believe” that the payee of his 
non-negotiable note intends to sell it or 
put it up as collateral at the bank will 
deprive him of his right to defend when 
sued thereon. It may well be that at 
the time the note is given the maker 
has no knowledge or suspicion of the 
fraud which has been practiced upon 
him or that he will have any defense 
to the note when it shall fall due. How, 
then, can he estop by his silence con- 
cerning a motion of which he has no 
knowledge? The language we have 
quoted from the tenth paragraph of the 
charge is especially open to criticism 
on this ground. There the jury were 
told “that, if the defendants at the time 
of making the note knew or had reason 
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to know that plaintiff was about to pur- 
chase it for a valuable consideration, 
they (defendants) must suffer the loss,” 
because they could not be permitted “to 
remain silent and now be heard to say 
the note was obtained by fraud and 
without consideration.” The vice of 
this instruction is at once apparent when 
we stop to reflect that it is speaking of 
the situation at the very moment of the 
execution of the note, when presumably 
defendants believed they were receiving 
value therefor, and had neither knowl- 
edge nor suspicion that they were be- 
ing made the victims of fraud and mis- 
representation. How could they justly 
be held culpable for being “silent” as 
to facts of which they were ignorant? 
Was not the very fact that the note 
was non-negotiable sufficient notice to 
the bank that in purchasing the same 
it took the risk of any defense thereto 
which might have been asserted against 
it in the hands of the man or men to 
whom it was given? The idea that an 
estoppel arose against the defendants on 
such ground was greatly emphasized by 


the trial court by its repetition in three 
or four different forms and in different 
connections, and the jury, if obedient 
thereto, could not have done otherwise 


than find for the plaintiff. The preju- 
dicial character of such misdirection is 
evident, and a reversal must necessarily 
result. 

The evidence discloses that about the 
time that the note was given a written 
agreement between defendants and the 
Lower System of Merchandising was 
entered into, for the purchase of the 
stock, and in specifying the manner of 
the payment of the price therefor de- 
fendants agreed to make and deliver to 
the seller “their negotiable promissory 
note for $5,000,” and it is suggested in 
argument that this undertaking is en- 
titled to weight in determining the 
rights of the parties to this litigation. 
We think it immaterial. The note given 
is confessedly non-negotiable, and the 
jury were so instructed. Its character 
as such is in no manner affected by the 
terms of the other contract, and it is 
by the law applicable to non-negotiable 
instruments the case is to be governed. 
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There is no evidence that plaintiff, 
before buying the note, made any in- 
quiry of the defendants for information 
concerning it, or received from the de- 
fendants any assurances relating to it. 
The witness Green, who acted for the 
merchandising corporation in selling the 
note to the bank, testified over defend- 
ants’ objection that in making such sale 
he informed the cashier, who acted for 
the bank, that defendants knew of the 
purpose to cash the note and consented 
thereto, and, as we understand the rec- 
ord, the cashier claims that he relied 
upon such information in making the 
purchase. It is with apparent reference 
to this testimony that the court in the 
twentieth paragraph of its charge 
speaks of the “cashier being advised 
that defendants had notice of the fact 
that the note was to be sold to the bank, 
aind that the bank in purchasing the 
note relied upon the assurance given to 
said bank that the defendants ac- 
quiesced in the bank’s purchasing said 
note.” For reasons already sufficiently 
stated, the mere knowledge or consent 
or acquiescence of the defendants con- 
cerning the purpose of the corporation 
to sell or of the bank to buy the note 
could not affect the right of defendants 
when sued by the bank to assert any 
defense which would have been avail- 
able to them if sued by the payee. 
Moreover, it must be said that the ob- 
jection to the evidence here referred to 
should have been sustained, and the 
testimony excluded as being both incom- 
petent and immaterial. 

It is said for the appellee that the 
jury found there was no fraud in the 
inception of the note, and that, such be- 
ing the case, the judgment against de- 
fendants must stand. But the record 
does not show any such finding. There 
was, it is true, a general verdict for the 
plaintiff, but this by no means implies 
a finding that there was no fraud, for 
under the court’s instructions to which 
we have referred the jury may have be- 
lieved that such fraud was in fact per- 
petrated, but, yielding to the erroneous 
instructions on the question of estop- 
pel, returned their verdict accordingly. 
There was no special finding or verdict 
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on the issue of fraud in the inception 
of the note, and the court cannot say 
or assume that such issue was found in 
plaintiff’s favor. 

The appellant takes many other ex- 
ceptions to rulings made and _ instruc- 
tions given by the trial court. Some of 
the objections so made are not without 
merit, but they involve less material 
features of the case which are not likely 
to appear on a retrial, and we will not 
prolong this opinion for their considera- 
tion. 

For the reasons hereinbefore stated, 
the judgment below will be reversed, 
and the cause remanded to the district 
for a new trial. 

Reversed. 


& 


Cashier’s Check Paid on 
Forged Indorsement 


Farmers Bank and Trust Company v. Far- 
mers State Bank of Brookport, 
Supreme Court of Arkansas, 

231 S. W. Rep. 7. 


The plaintiff bank issued its cashier’s 
check, payable to the order of a cus- 
tomer, and mailed it to the customer in 
another state. The check never reached 
the customer, but in some way, fell into 
the hands of a negro, who forged the 
payee’s indorsement and cashed it at 
the defendant bank, receiving $140.85 
in money and leaving the balance of 
$400 on deposit. The defendant in- 
dorsed the check to the order of any 
bank, banker or trust company, guar- 
anteeing all prior indorsements, and 
collected it from the plaintiff. Upon 
the discovery of the fraud, the de- 
fendant bank paid over to the plaintiff 
the $400 left with it on deposit but re- 
fused to pay the $140.85, the amount 
which it had paid out upon presenta- 
tion of the check. In an action by the 
plaintiff to recover this balance, it was 
held that the defendant was liable on its 
guaranty of the indorsement. 


OPINION 


Appeal from Circuit Court, Missis- 
sippi County; R. H. Dudley, Judge. 
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Action by the Farmers State Bank of 
Brookport against the Farmers Bank 
and Trust Company. From judgment 
for plaintiff, defendant appeals. Af- 
firmed. 

WOOD, J. This cause was submitted 
to the trial court, sitting as a jury upon 
an agreed statement of facts, as fol- 
lows: 

On or about December 1, 1919, J. 
W. Neely, a former citizen and resident 
of Brookport, Ill., and a patron of the 
Farmers State Bank, the plaintiff here- 
in, emigrated to Arkansas, and located 
near Blytheville, his correct post office 
address being ““Blytheville, Ark,, R. F. 
D. No. 1” Before leaving Illinois, he 
had disposed of some property there, 
and on the 4th day of December, 1919, 
the plaintiff bank issued its cashier’s 
check, payable to J. W. Neely, for the 
sum of $540.85, which was put in the 
mail properly addressed to him at 
Blytheville, Ark., R. F. D. No. 1. The 
check never reached the person for 
whom it was intended, but was pre- 
sented to defendant bank between 


December 4 and 13, 1919, by a person, 
a negro, who represented himself to be 
J. W. Neely, and who indorsed the 
name “J. W. Neely” upon said check, 
without the consent or authority of the 
person for whom said check was in- 


tended. That the person presenting 
said check received from the defendant 
bank the sum of $140.85 in cash, and 
left the balance of $400 on deposit in 
said bank to the credit of J. W. Neely. 
That after receiving said check as 
above, the defendant bank indorsed said 
check on the back, as follows: 

“Pay to the order of any bank, 
banker, or trust company, all prior in- 
dorsements guaranteed. Farmers Bank 
and Trust Company, Blytheville, Ar- 
kansas, H. E. Barnett, cashier.” 

Defendant bank then transmitted 
same to plaintiff bank for payment, 
which was made on December 13, 1919. 
Upon learning that said check had not 
reached the hands for which it was in- 
tended, the defendant bank paid over 
the $400 left on deposit to plaintiff 
bank, but refused to pay over the sum 
of $140.85, the amount paid upon pre- 
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sentation of said check; and this suit 
is by plaintiff bank to recover that sum. 

It is further agreed that, upon re- 
ceipt of information that the party for 
whom the said check was intended had 
never received same, plaintiff bank im- 
mediately wrote defendant bank, advis- 
ing it that said indorsement was a for- 
gery, but that said letter was not re- 
ceived by defendant bank, and that 
plaintiff bank had paid to the person 
who purchased said cashier’s check the 
amount represented thereby. 

The finding and judgment of the 
court was in favor of the appellee, 
from which is this appeal. 

Learned counsel for appellant rely 
upon the case of State Bank v. Cumber- 
land Savings and Trust Company., 168 
N. C. 605, 85 S. E. 5, L. R. A. 1915D, 
1138; Bank of St. Albans v. Farmers 
and Mechanics Bank, 10 Vt. 141, 33 
Am. Dec. 188. 

The first of the above cases is com- 
paratively recent, the opinion having 
been rendered by the Supreme Court of 
North Carolina in 1915. The facts and 
the law announced as applicable there- 
to, reported in the syllabus to that case 
in 168 N. C. 605, 85 S. E. 5, L. R. A. 
1915D, 1138, are as follows: 

“Plaintiff bank, which, in the course 
of business, received through another 
bank a check purporting to be drawn 
on it, and indorsed by a third person, 
whose signatures were both forged, and 
which had been cashed by defendant 
bank, in reliance upon the indorsement, 
‘All prior indorsements guaranteed,’ 
and the custom to take such checks 
relying upon the exercise of due dili- 
gence on the part of the bank first cash- 
ing it, could not recover the amount 
paid on the forged check, as it should 
know the signature of the drawer, its 
own depositor.” 

This doctrine has no application to 
the fact of this record. Here its 
cashier’s check made the appellee both 
the drawer and the drawee. In this 
case the drawee was not required to 
know the signatures of the indorsers. 
To apply the doctrine of State Bank v. 
Cumberland Savings and Trust Com- 
pany, supra, to the facts of this record 
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would be to ignore a wholesome prin- 
ciple of natural justice and equity 
which has also been thoroughly estab- 
lished as a rule of law, to wit: That, 
as between two innocent parties to a 
transaction which must result in finan- 
cial loss, the loss*must fall upon that 
one whose acts contributed most to pro- 
duce it. The principle is well expressed 
in the case of Danvers Bank v. Salem 
Bank, 151 Mass. 280, 24 N.E. 44, 21 
Am. St. Rep. 450, as follows: 

“Where a loss which must be borne 
by one of two parties alike innocent of 
the forgery can be traced to the neglect 
or fault of either, it is reasonable that 
it should be borne by him, even if in- 
nocent of any intentional fraud, through 
whose means it has succeeded. * * * 
To entitle the holder to retain money 
obtained by a forgery, he should be able 
to maintain that the whole responsi- 
bility of determining the validity of the 
signature was placed upon the drawee, 
and that the vigilance of the drawee 
was not lessened, and that he was not 
lulled into a false security by any dis- 


regard of duty on his own part, or by 
the failure of any precautions which, 
from his implied assertion in presenting 
the check as a sufficient voucher, the 
drawee had a right to believe he had 


taken. * * * When this check was 
forwarded by the defendant for re- 
demption, the plaintiff was without the 
means it would have had if it had been 
presented at its own counter of ascer- 
taining the character of the person of- 
fering it. It had a right to believe that 
the defendant, in cashing a check pur- 
porting to be drawn by one not its own 
customer, or entitled to draw upon it, 
had by the usual and proper investiga- 
tion satisfied itself of its authenticity. 
The indorsement, which was not neces- 
sary to the transfer of the check, was 
a guaranty of the signature of the 
drawee, and the plaintiff had a right to 
believe that the indorser was known to 
the defendant by proper inquiry.” 

See, also, People’s Bank v. Franklin 
Bank, 88 Tenn. 299, 12 S.W. 716, 6 
L. R. A. 724, 17 Am. St. Rep. 884; 
Farmers National Bank of Augusta v. 
Farmers and ‘Traders Bank of Mays- 
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ville, 159 Ky. 141, 166 S. W. 986, L. 
R. A. 1915A, 77; Cureton v. Farmers 
State Bank, 227 S. W, 423. 

The rule invoked by appellant is an 
exception to the rule that money which 
has been paid through a mistake can 
generally be recovered. This exception 
is mentioned by Judge Riddick, speak- 
ing for the court in LaFayette v. Mer- 
chants Bank, 73 Ark. 561, 566, 84 S. 
W. 700, 68 L. R. A. 231, 108 Am. St. 
Rep. 71. This exceptional rule, how- 
ever, as held in the case of Farmers Na- 
tional Bank of Augusta v. Farmers and 
Traders Bank of Maysville, supra, 
does not— 


“require the drawee bank to know the 
signature of an indorser; that burden 
is upon the holder, who is bound to 
know that the previous indorsements, 
including that of the payee, are in the 
handwriting of the parties whose names 
appear upon the check, or were duly 
authorized by them.” 

In First National Bank v. North- 
western National Bank, 152 Ill. 296, 
38 N. E. 739, 26 L. R. A. 289, 43 Am. 
St. Rep. 247, it is held (quoting sylla- 
bus): 

“A bank indorsing and collecting a 
check warrants the genuineness of all 
the pre-existing indorsements thereon, 
including the indorsement of the respec- 
tive payees named in such check, and is 
answerable for moneys received by it 
if any of such indorsements are for- 
geries.” 

In the case of Shaap v. First Na- 
tional Bank of Ft. Smith, 137 Ark. 251, 
208 S. W. 309, we said: 


“In other words, the true owner of 
a check with a forged or unauthorized 
indorsement may ratify the act of a 
bank in receiving it in that condition, 
and collecting the proceeds or paying 
them out without authority, and yet not 
ratify the forged or unauthorized in- 
dorsement. In such cases, the bank 
cannot avoid liability by showing that 
its conduct was governed by good faith, 
and the payee is entitled to recover un- 
less he has been guilty of fraud or 
negligence in the matter.” 
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The facts of this record show that 
the appellee was not guilty of any 
fraud, and if it could be said to be in 
the least negligent, its negligence in a 
measure was superinduced by the in- 
dorsement of the appellant, which was 
calculated to lull the appellee into a 
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sense of security in reliance upon such 
indorsement, and thereby lessened the 
diligence which it doubtless otherwise 
would have exercised. 

It follows that the rulings of the 
circuit court are in all things correct, 
and its judgment is therefore affirmed. 


Cy 


What is Wrong With the American 
Discount Market? 


HE Acceptance Bulletin, pub- 
lished by the American Accep- 
tance Council, has made an in- 

vestigation to ascertain to what extent 
the volume of bank and bankers ac- 
ceptances outstanding in this country 
is being maintained. The situation re- 
veals a very substantial shrinkage in 
the volume of bills outstanding on 
April 1, 1921, as compared with April 
1, 1921. Commenting on this situation 
the bulletin says: 


To be specific, there were outstanding in 
April 1 last, $664,092,113.79 bank and 
bankers acceptances against $799,001,237.42 
on the same date in the previous year, a 
‘decline of eighteen per cent. New York 
banking institutions and firms had out- 
standing $445,933,585.24 against $446,748,- 
184.01, an inconsequential decline of only 
two per cent. but the rest of the country 
showed a shrinkage of forty-one per cent. 
The acceptances of banks outside of New 
York City being only $218,158,528.55 com- 
pared with $352,253,053.40 on April 1, 1920. 

These figures surely leave much to be de- 
sired, and clearly indicate that as an ac- 
cepting nation we are falling far short of 
the progress we should have made. In- 
stead of progressing we are, indeed, retro- 
grading. 

The statistics on their face might be re- 
garded with complacency on the theory that 
in reality there had been no decline in the 
volume of commerce financed under dollar 
credits; that the fall in commodity prices 
has made it possible to finance a much 
larger turn-over of goods with the same 
or a less amount of credit instruments. 
And that is true. But it is true only in 
part as an explanation of the heavy falling 
off in the volume of acceptances created. 


Inquiry among international bankers dis- 
closes that two items represent a large pro- 
portion of the acceptances now outstand- 
ing; namely credits covering sugar and 
those granted for the creation of dollar ex- 
change. If these two items, which did not 
figure largely a year ago, were eliminated, 
the resulting volume would present distress- 
ing evidence of our failure to hold the 
ground we had gained in financing foreign 
trade. 

That we have gone backward instead of 
forward is, moreover, closely shown by in- 
formation in our possession that the amount 
of dollar acceptances currently issued by 
certain widely known international bankers 
has fallen off about two-thirds, while ster- 
ling credits granted by the same bankers 
have reached the highest level in their ex- 
perience. 

If this continues, what is to become of 
the American Discount Market? It could 
not survive unless bills are created in large 
volume by American banks and _ bankers. 
And if they are already beginning to feel 
the inroads of competition from foreign 
commercial credits, what may be expected 
for the future when the European bankers 
have fully rehabilitated themselves so that 
they may go after world business as in pre- 
war days? 

Notwithstanding the fact that a natural 
decrease in both volume and number of bills 
is to be expected by reason of the very large 
falling off in our import and export busi- 
ness and by the drop in commodity prices, 
the truth of the matter is, we are suffering 
from technicalities in our regulations pre- 
scribed covering the eligibility of bills for 
purchase by Federal Reserve banks which 
our foreign customers cannot understand 
and which are driving them away from dol- 
lar credits and inducing them to go back 
to sterling credits, now that they are be- 
ginning to be more freely available. 

The Federal Reserve Board has recently 
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made a helpful and progressive move in 
making six months’ bills eligible for pur- 
chase by Federal Reserve banks. It is to 
be hoped that that body may investigate 
the dollar credits situation thoroughly with 
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a view to determining if it would not be 
possible to eliminate certain features of 
the present regulations which appear to be 
hampering American acceptances as a 
medium of financing our foreign trade. 


Trust Departments in Banks 


N an address before the New York 
Bankers Association Edwin Gibbs. 
trust officer of the Chemical Na- 

tional Bank of New York stated that 
he believed that with very few excep- 
tions the trust companies had come to 


fo) UNDERWOOD & UNDERWOOD 
EDWIN GIBBS 
Trust Officer Chemical National Bank of New York 


regard what they first looked upon as’ 
an unwarranted invasion of their legiti- 
mate field of endeavor by the state and 
national banks as a natural éxtension of 
the activitics of a corporate fiduciary. 
In discussing the organization of the 
trust department Mr. Gibbs said: 


The question which most concerns us at 
this juncture is the organization of our new 
department which, needless to say, is a mat- 
ter to which our boards of directors should 
give careful attention and study. The first 
step in organizing the new department is 
naturally the selection of a competent head 
and there are to be found in our trust com- 
panies men whose experience has covered 
a wide enough range of fiduciary activities 
to qualify them to establish all of the sub- 
departments required, and to train care- 
fully chosen assistants to handle efficiently 
the various branches of the work. It is 
for material of this character that our 
banks have been searching, and I think 
it will be found that most of the new trust 
departments have been organized by secur- 
ing as a nucleus for the working force, a 
trust officer possessing such qualifications. 
In choosing the head of the department, 
it is preferable, if not desirable that he 
should have received his training and ex- 
perience in the same locality or state to 
which his activities will be mainly con- 
fined. The reason for this is obvious as 
the laws and practices of the various states 
differ greatly and aside from this, there 
is a considerable diversity in the character 
of the service performed in the various ° 
states; it would take some little time for 
a stranger to our practice to become suffi- 
ciently familiar with our methods of han- 
dling the business. to enable him to direct 
the work of the new department with any 
degree of confidence. The need for at least 
one member of the department to be en- 
tirely familiar with trust department meth- 
ods is imperative as its activities are a 
sealed book to the employee with the usual 
bank training. The average bank officer is 
inclined to be rather sceptical regarding 
what he looks upon as an endeavor by ex- 
perienced trust men to set themselves up 
as superior beings; the fact remains that 
he has little or no conception of the tre- 
mendous amount of necessary detail in- 
volved in the operation of a well managed 
trust department and he judges by the vol- 
ume of business rather than the quality 
of the work and all too frequently looks 
with growing impatience on the slow and 
laborious growth of the department. 

For purposes of organization the depart- 
ment may be divided into two separate and 
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distinct divisions: The personal trust and 
the corporate trust divisions, and each one 
subdivided as the volume of business may 
warrant. One has but to scan the very in- 
teresting schedule of fees promulgated by 
the fees committee of the trust company 
section of the American Bankers Associa- 
tion to realize how large an organization 
may be necessary, and I think you will 
agree, that the necessity of declining busi- 
ness by reason of inability to handle it, con- 
stitutes the poorest kind of an advertise- 
ment by a trust department. While the 
organization of the corporate trust division 
may be delayed, it is most essential that the 
department should be prepared at once to 
handle practically all branches of the per- 
sonal trust business as the mere announce- 
ment of the opening of a trust department 
carries with it responsibilities which cannot 
be ignored. Thus it may be called upon 
at any moment to qualify as executor or 
administrator of an estate so diversified as 
to assets that all of the subdivisions of the 
personal trust division must begin to func- 
tion immediately. 

The question of organization naturally 
brings up that of the physical needs of the 
department, and in this connection it can- 
not be repeated with too much emphasis 
that our banking institutions which intend 
to make a real effort to establish successful 
trust departments (and there should be no 
other) must be willing to make the invest- 
ment which is so vitally necessary to the 
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establishment of any successful business, 
particularly one in which the respect and 
confidence of its patrons is so important a 
factor. Our banks should profit by the ex- 
perience of the trust companies, many of 
which have come to the realization that too 
little attention has been paid in the past 
to the needs and requirements of their 
trust departments; and that the ever-in- 
creasing volume of trust business, while not 
necessarily a brilliant performer in the mat- 
ter of earnings, is a sheet anchor to the 
windward and if handled with good judg- 
ment and a strict regard for the statutory 
requirements, a producer of no losses but 
of a reasonable and ever-increasing profit. 

The question of locating the department 
is one which has given much concern es 
cially in the larger cities where the phe- 
nominal growth of business during the war 
has created a crowded condition in our 
banking quarters which hardly permitted of 
any generosity in allotting space to a new 
department; nevertheless, it is most essen- 
tial that the surroundings should be digni- 
fied and attractive (the less ostentatious, 
the better) and have the appearance of 
stability and permanence. The psychologi- 
cal effect on the prospective client who is 
received in some obscure corner of the bank 
in what is obviously only a makeshift, is 
something to be avoided if possible, and it 
is often better for the future of the de- 
partment to delay its installation until suit- 
able accommodations can be provided. 


UE 


FS 


Segregation or Mutual Banks Only ” 


NE of the most perplexing ques- 
tions before the bank commis- 
sioner of Massachusetts in the 

liquidation of the four suspended trust 
companies is the interpretation of the 
law requiring the segregation of the as- 
sets of savings departments of trust 
companies. 


SEGREGATION LAW 


Some years ago, at the instance of the 
then bank commissioner, now chairman 
of the Federal Reserve Bank of New 
York, the Massachusetts legislature 
voted to segregate the assets of savings 
departments of trust companies. The 
deposits in such departments were to 
be invested in strict obedience to the 
same code of law which governs invest- 
ments of Massachusetts savings banks, 


and, in the event of liquidations, all of 
these assets were to be applied to pay- 
ing off the savings deposits in full, only 
the remainder to be used for payments 
to other depositors. In the case of 
these suspended trust companies, there 
is no remainder. On the contrary, the 
savings depositors will receive less than 
100 cents per dollar of deposits, except 
as the remainder is made good from the 
assets in the commercial department. 


LAW INDISTINCT 


Now comes a perplexity. Shall the 
funds of the commercial department be 
used to complete the payment of the 
savings deposits in full, or must the sav- 





*From the Bulletin of the Savings Banks 
Association, State of New York. 
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ings depositors take pot luck with the 
commercial depositors, in the distribu- 
tion of those funds? Anyone can see 
how serious is this question. If the sav- 
ings depositors have received sixty 
cents on the dollar, from the segregated 
assets of their department, and if there 
is only enough sound value, in the as- 
sets of the commercial department, to 
pay fifty cents on the dollar, shall the 
savings depositors take pot luck, and 
get only fifty per cent. of the remain- 
ing forty cents due them, or must the 
entire forty cents be paid them? If 
the entire amount must be made up, 
then the commercial depositors will 
fare slim indeed. Of course, the prob- 
lem is not one of abstract justice but 
one of law. Unfortunately, the law is 
not distinct on the matter. The best 
of legal minds, including the attorney 
general, whom the bank commissioner 
has consulted do not agree on the in- 
terpretation of the statute. Even the 


judge, to whom the bank commissioner 
applies for approval of his orders, is 


unwilling to rule on the case, and feels 
that it should be passed upon by the 
entire Supreme Court. Consequently, 
the savings depositors of the suspended 
trust companies have their reasons for 
anxiety, as to just how much they will 
receive from the liquidations, and the 
commercial depositors have even great- 
er ground for anxiety, because they 
cannot know how much of the assets of 
the commercial department must be 
used, to make good the shortage in the 
savings department. 


PROPOSED ABOLITION OF SAVINGS 
DEPARTMENTS 


In this connection, an interesting dis- 
cussion has broken out afresh in Mas- 
sachusetts, whether trust companies 
would better not be forbidden by stat- 
ute to receive savings deposits at all. 
The United States Investor comments 
on the situation as follows: “The fact 
seems abundantly demonstrated, that 
those who conducted these suspended 
trust companies, and in fact, that a 
number of other trust company officials, 
have always regarded their savings de- 
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partments in a quite different light. 
from that which the legislature intend- 
ed. The legislature plainly expected 
that savings departments would be 
handled with the same concern for the 
safety of the principal of the deposits 
that characterizes the conduct of sav- 
ings banks and that about the only dif- 
ference between savings banks and sav- 
ings departments of trust companies 
would be this: that savings depart- 
ments would be conducted for the gain 
of stockholders, and therefore perhaps 
more aggressively, while savings banks 
are conducted as philanthropic trusts 
and therefore, perhaps, with less vigor. 
Contrary to any such expectation, the 
heads of the suspended trust companies, 
and of some other trust companies, 
have had none of the spirit of savings 
bank management, and have seemed to 
bend their energies more toward find- 
ing how far the investment law can be 
stretched than toward discovering and 
acting upon the spirit that underlies 
that law. Hence some extremely poor 
paper has been taken into the invest- 
ments of savings departments. 
“Therefore, some are looking back 
with approval to the days when Gover 
nor Crane persuaded the legislature to 
forbid savings banks to share their 
quarters or even to have officers in com- 
mon with national banks, his idea being 
that commercial and savings banking 
cannot be safely conducted under a 
single roof by the same group. Is 
there need that the example of those 
days shall now be emulated, and the 
trust companies be compelled to select 
which function they shall abandon, 
commercial or savings banking? There 
is a question that a special committee, 
now codifying and revising the banking 
laws of Massachusetts, may well con- 
sider. They must straighten out the 
law about savings departments, any- 
way, so that the bank commissioner may 
know what to do, when the segregated 
assets are insufficient to satisfy the sav- 
ings deposits. While they are about it, 
might they not give thought to the idea 
of abolishing savings departments en- 
tirely, and of turning this kind of bank- 
ing over entirely to the savings banks? 
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Observations of an Outsider 
A Non-Banker Gives His View-Point on Banking Service 


NOTICE that a lot of banks are 
issuing these monthly letters. 
Some of them are merely single- 

sheet letters and others are more pre- 
tentious pamphlets. But whatever form 
they take I must say that I like them, 
particularly where the letters deal with 
business conditions in the immediate 
locality in which most of the customers 
of the bank operate. I believe these 


letters and pamphlets are mighty valu- 


able to the public, and if this is true, 
it is obvious that they must prove 
mighty valuable to the bank. 

© 


I was in a bank the other day when 
a customer came in feeling sore over 
what he claimed was a mistake which 
the bank had made in his account. 
What is more, he proved his point. 
What pleased me most, however, was 
the attitude of the bank officer with 
whom the customer was talking. He 
didn’t take the “infallible” attitude that 
was so common in banks only a few 
short years ago. He was mighty nice 
about it, looked the matter up quickly, 
acknowledged the bank’s error frankly, 
apologized for the annoyance which had 
been caused and sent the customer out 
fecling happy and satisfied. 

© 

In the course of a conversation which 
I had recently with the advertising di- 
rector of a large bank the latter said: 
“It is surprising how many of the rou- 
tine functions of a modern bank are 
entirely unknown to large numbers of 
its customers and to the outside pub- 


lic.’ I asked him why he didn’t do 
something about it through his adver- 
tising and he told me that that was 
just what he was planning to do. I 
find that the trouble is with many 
bankers that they consider such things 
as too elementary to spend real money 
on, but I think they’re wrong. 


fo} 


I’ve often wondered why it is that 
banks don’t make more out of the print- 
ing of their routine “statements of con- 
dition.” They make them up in the 
dryest possible form—perhaps they are 
required to make ’em up that way— 
but why not print along with the 
“legal” figures some comparative fig- 
ures or a few brief words to explain or 
amplify this or that item? In their 
routine form I never could see how 
these statements could be of any pos- 
sible interest beyond the man who 
writes ‘em, the compositor who sets ’em 
up and the proof-reader. 

© 

A great many banks have special de- 
partments for the convenience of their 
women customers. I notice, however, 
that, more and more, the women are 
transacting their business out in the 
general departments. 


© 


The safe-guarding of the Liberty 
bond has brought a great many new cus- 
tomers to the safe-deposit departments. 
In many banks this department has 
graduated from a “side issue” to a very 
profitable main issue. 
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HERE WAS A GOLDEN ERA when our swift clipper ships were acknowl- select 
edged by all nations as the pacemakers of international commerce—ships dress 
built, owned, chartered and sailed by splendid types of American tion. 
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The descendants of these men upheld the glory of fine marine traditions could 
during pre-war days when our national colors nearly vanished from the seas for mediu 


lack of federal support. To them must go much credit for developing the Port of occ 
Boston to its present high efficiency. The 
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Beniamin T. Reed, first president of The Warren Bank, which afterwards rE is 
became ‘The National Shawmut ‘Bank, was [secretary of the citizens’ committee intens 
which successfully solicited Samuel Cunard in 1839 to establish Boston as a ter- which 


minal for his projected trans-Atlantic steamship line. Since that year, The prone 

National Shawmut Bank has been a leader in many movements to improve the pared 
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. Ten hours closer to Europe than is New York; one of the finest harbors in ingly. 
Special inquiries the world, berth space at piers for forty large ocean steamers ; ample storage and m... 
Port faci hti ~— mechanical devices; three important railroads with freight terminals at deep have | 
cordially invited. water—these are among the many advantages of the Port of Boston. Another is circuls 
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Words Of Wisdom From The F. A. A. 


Tue ATLANTA CoNnvENTION of 
the Financial Advertisers’ As- 
sociation was the most success- 
ful yet held. These annual 
meetings of the progressive 
bank advertisers of the coun- 
try afford an opportunity not 
only for the cultivation of 
pleasant associations but for 
the exchange of helpful ideas 
for building the business of 
banks. For those who were un- 
able to attend we reproduce the 
following extracts from some of 
the speeches: 


NEWSPAPERS AS A MEDIUM 


G. Prather Knapp, of the 
Mississippi Valley Trust Com- 
pany, St. Louis, was honored 
by the financial division of the 
advertising convention by hav- 
ing his talk selected for de- 
livery before the general ses- 
sion of the convention. Each 
department was called upon to 
select the most interesting ad- 
dress of its session for repeti- 
tion. He said in part: 


It is probably safe to say that 
the ordinary financial advertiser 
could dispense with all other 
mediums of publicity combined 
more easily than the daily news- 
paper. 

The financial advertiser who 
does not use newspaper advertis- 
ing is practically non-existent and 

am here to plead for a more 
intensive study of a medium 
which I helieve some of us are 
Prone to take for granted. I 
think we should study every de- 
partment of the newspapers in our 
communities and shape our news- 
baper advertising policies accord- 
ingly. 

Take the circulation depart- 
ment: Of two newspapers which 
have the same or nearly the same 
circulation, one may be a far bet- 
ter medium for financial adver- 
tising than the other and a mere 
knowledge of the quantity of the 
circulation offered is evidently not 
sufficient. First of all, where is 
that circulation? Second, what 
is it? Third, how was it se- 
cured? Fourth, how is it held? 
Fifth, how much of it is respon- 
sive to advertising appeal? 


Narrowing the question down to 
that part of the circulation which 
is localized in your community 
there is undoubtedly a difference 
between the kind of people who 
read one newspaper and the kind 
who read _ another. Moreover 
there is a difference between the 
responsiveness of the same reader 
to advertising in different news- 
papers. This question of class is 
very difficult to decide upon and 
very likely to be the basis of un- 
founded claims by the publication 
and prejudiced guesses by the ad- 
vertiser. 

It brings me to the most im- 
portant phase of my subject: The 
effect of a newspaper’s editorial 
policy on its utility to an adver- 
tising bank. 

Suppose we look at newspapers 
that ask us for advertising in the 
same way that we would look at 
competing restaurants in which 
we were offered an apportunity to 
address a few remarks on our 
business to the gathering of 
diners. Would we choose the con- 
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quiet place, noted for 
food and its quiet as- 
hungry patrons or 
would we choose the _ glittering 
lobster palace just across the 
street, where food was of little 
consequence and where the pat- 
ronage was gained by a jazz or- 
chestra, a blind tiger and a Mack 
Sennett cabaret? 

The proprietor of the lobster 
palace would probably offer us a 
larger audience. He could prob- 
ably prove his patrons spend a 
longer time in his place than the 
patrons of the quiet restaurant 
for business men across the street 
from him. He would answer any 
criticisms of his orchestra, his re- 
freshments and his dancing girls 
by saying that he exists not to 
change human nature but to give 
it what it wants. He would gay 
the very same things about his 
restaurant that the publisher of 
the sensational newspaper says 
about his advertising medium but 
we would not hesitate very long 
in deciding which restaurant we 
would prefer as a place to make 


servative 
its good 
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JAMES J. HILL 
the great financier, said— 


“You can easily find out whether you are 
going to be a success or failure in life. 
Are you able to save money? If not, drop 


out. 


The seed of success is not in you.” 


UCCESSFUL men of middle life need to be reminded of 
this. They cannot imagine going down hill instead of 


continuing up. 


Half of life is over, the best is here. 


The Importers and Traders National Bank has seen many 
failures caused by lack of sound, cooperative advice during this 


“dangerous age.” 


Having had success, men are apt to increase their personal 
expenses to indulge their tastes. A man’s whole future depends 
upon his level-headedness at this time. 

The Importers and Traders National Bank can help him in 


many ways. 


Capital, Surplus and Undivided Profits, $10,000,000 
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One of a series now being used in the New York newspapers. Each advertise- 
ment takes as its text a quotation from some well-known American. 
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WO strong arguments in 

favor of outdoor adver- 
tising for banks are these— 
It enables you to reach a 
particular class with a mini- 
mum of waste circulation; 
it bridges the gap between 
home or office reading and 
the place where the adver- 
tised banking service is to be 


rendered. 
& 


“How Mucu does it cost to 
advertise?” is a question 
often asked by prospective 
advertisers. They might 
with equal profit ask “How 
much does it cost not to ad- 
vertise?” Starting your in- 
stitution was an investment. 
Advertising it is an invest- 
ment. Advertising ‘‘costs’’ 
you nothing because it gets 
more business for you and 
more profits. 


& 


BANK ADVERTISERS ought to 
know something about print- 
ing inks because everyone 
uses them extensively and 
pays out good money for 
them whether it is realized 
or not. Maybe you think 
this is something to be left 
safely to the printer, but 
perhaps we could make them 
work better for us if we 
knew their possibilities and 
limitations. For instance, 
do you know that for a rush 
printing job, where quick- 


drying inks are required, 
some kinds of paper cannot 
be used satisfactorily? Ask 
the printer's ink manufac- 
turers for some of their 
helpful free literature. 


& 


A SAVINGS BANK man in 
Brooklyn suggests that a 
primer be printed on the 
flyleaves of every pass book 
telling the ways, hows and 
wherefores of banking, so 
that the depositor could un- 
derstand. This is all right to 
advertise wherever you can, 
but a separate booklet would 
give you more room to tell 
your story and attract more 
attention. 
& 


A PROMINENT firm of con- 
struction engineers empha- 
sizes the advertising value 
of good architecture. It 
says: 


“A building stands as the 
material expression of an 
ideal. It embodies imagina- 
tion, the courage to do a new 
thing, the ability to express 
the spirit of an organization 
in brick and stone—and the 
vision to make a_ building 
more than just so many 
square feet of floor space. 

“The public takes pride 
in such a building. And so 
good architecture proves its 
advertising value. 

“Your new building can 
turn to your advantage the 
advertising value of good 
It can bring 
you production efficiency— 
the profitable result of engi- 
neering skill. It will em- 


architecture. 
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body in its physical form the 
intangible understanding of 
business and _ commercial 
conditions that will make it 
fit the needs of tomorrow as 
well as those of today.” 


& 


INTERVIEWED by a reporter 
for the Wall Street Journal, 
a bank president is quoted as 
saying: 

“I have just persuaded 
my directors not to impose a 
charge on small drawing 
accounts. In my _ thirty 
years’ experience I have al- 
ways found that the thrifty 
and businesslike habit of a 
man transacting financial 
affairs through a bank tends 
to grow and that small cus- 
tomers become large ones. 
I have no hesitation in say- 
ing that it would have paid 
the various banks with which 
I have been associated to 
give a commission for small 
business introduced equiva- 
lent to the whole of the 
original deposit. Some of 
our best customers were 
small depositors once and 
did not then expect to be 
anything more.” 

Some advertising talking 
points are contained in this 
paragraph. 


Copy 1s THE BIG THING in 
advertising. The right kind 
of copy—copy that sells 
services in the way that best 
suits the advertiser’s re- 
quirements—will overcome 
many other defects. It can 
bring a certain measure of 
success even though much 
else is wrong. 
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Words of Wisdom from 
the F. A. A. 


(Continued from page 249) 


a four-minute speech about our 
banks. 

Therefore we are not old fogies 
or reactionaries when we apply 
the same test, with the same re- 
sult, to the conservative news- 
paper. It is all very well to say 
that the people demand sensa- 
tional news and entertainment 
features in a newspaper. Perhaps 
they do, but the successful news- 
paper, from our angle is the one 
which fills another demand—the 
demand for the solid food of clean 
news, constructive editorials and 
useful information. 

We do not seek in any way to 
purchase editorial assistance 
through advertising, because the 
newspaper which can be bought, 
at any price however high or low, 
is not worth buying. But we do 
prefer and we are entitled to pre- 
fer the newspaper which appeals 
to the kind of people we want 
for customers and which appeals 
in them to the feelings and as- 
pirations to which our advertising 
appeals. We do feel that in pre- 
ferring such a newspaper, increas- 
ing its revenue and enhancing its 
prestige, we are doing, not the 
newspaper, but our banks and our 
communities a definite service. 

There is a definite opportunity 
for public service in closer rela- 
tions between bankers and news- 
paper men. Far from being a 
different sort of people they are 
a very similar sort. Vanderlip, 
Stedman, Sisson, Ellsworth—here 
are four examples of writer- 
bankers, men whose qualities won 
success in both fields. 

Bankers and newspaper men are 
just the sort of people who can 
and should get together. Get to 
know the editors and reporters 
who find and serve up the news 
which makes your advertising 
valuable—and see if you do not 
agree with me. 

Get away, if you can, from the 
feeling that a newspaper is an 
impersonal engine and that all 
you can do with it is hook one 
sort of advertising freight or an- 
other to its coupling bar. Get to 
know the engineer. 


PROGRESS OF THE ASSOCIATION 


Lloyd M. Mattson, of Omaha, 
president of the association, 
and vice-president of the Corn 
Exchange National Bank of 
Omaha: 


The last year has been an 
eventful year for all of us who 
have bi en assigned the duty of 
carrying on the work of the as- 
Sociation. We can all look back 
with « great deal of pride and 
Satisfaction at the ground gained, 
and at the solid basis on which 
the association now finds itself. 

Under the direction of Mr. Mor- 
San there has been worked out a 
definite schedule for our bulletin 
and for the portfolios. Once each 
—— each one of these comes 
© our desks with unvarying reg- 
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An interesting typographical arrangement of investment offerings by the 
Second Ward Securities Company of Milwaukee. 


ularity, one around the first, the 
other around the fifteenth. both 
are full of ideas that cannot but 
help be worth while to ail of us. 
I think that you have noticed that 
your correspondence, when direc- 
ted toward St. Louis, has been 
answered very promptly and right 
to the point. In a word our cen- 
tral office has been fully devel- 
oped to carry out the original 
idea of its origin and continued 
existence. I cannot say enough 
for the careful work and number 
of things accomplished by Mr. 
Morgan, as our secretary. 


MAKE THRIFT ATTRACTIVE 


Miss Minnie A. Buzbee, man- 
ager of advertising for the 
American Bank of Commerce 
and Trust Company, Little 
Rock, Ark: 


Human nature is a queer thing. 
All of us, whether children or 
grown, have our full share of that 
characteristic. Whether it is the 
ten-year-old boy who has to be 
forced into eating whole-wheat 
bread and prunes when he wants 
two heaped-up dishes of ice cream 
and plenty of rich cake; or the 
girl who is made to go to church 
when she is crazy to go for a 
long ride with her latest beau; 
or the grown man who has to be 
urged and coaxed and persuaded 
to lay aside a little of his money 
for old age and the rainy day 
when he would much rather fol- 
low his inclination and spend it 
all for a good time as he goes 
along—we are all very much 
alike. 

But sometimes the whole-wheat 
bread is made into pudding, with 
raisins and a custard sauce and 
the little boy decides he likes it 
and asks for more. So if we 
want to get the people of our 
community to fight for a place in 
line before our savings windows, 
we shall have to make the game 
of savings very attractive to 
them. 

The International Correspond- 
ence School puts out some very 
attractive advertisements, always 
showing the results to be had 


from taking their courses. They 
never list the many books or tell 
you how sleepy and dead tired 
you will get before you stop your 
lesson for the night, or how many 
weeks or months or years it will 
take to finish a course; but they 
show the bookkeeper promoted to 
manager, the young man rushing 
into the simple home and saying 
to his wife “A $50 raise this 
month. Now you can have the 
new dress you wanted.’’ And we 
are told that they report an ex- 
ceedingly large number of enroll- 
ments as a result of these adver- 
tisements. 

The first thing to do is to as- 
certain where we are to look for 
our savings customers. And the 
answer would be—first among 
those who are not savers. And 
that just about means everybody. 

A man may be one of your best 
customers, he may do a profitable 
checking business, buy bonds, rent 
a safe deposit box, leave his 
rental property in your hands, 
patronize your collection, real es- 
tate, foreign exchange and other 
departments, but he is not a 100 
per cent. customer unless his wife 
and all his children have savings 
accounts. And through him, or 
some other way, we want to get 
their accounts. 


MAKING USE OF ALL MEDIUMS 

A. C. Fletcher of the Ameri- 
can Surety and Trust Company, 
of Washington, D. C.: 


The’ principal mediums em- 
ployed by the American Security 
and Trust Company at the present 
time are newspapers, posters, and 
street cars, and it was decided to 
tie up our advertising in these 
mediums at the beginning of each 
month. There appears on the first 
day of the*month, in front of our 
main building, one of these most 
attractive posters, and a copy of 
the same reproduced in colors at 
each of our three branches. The 
street cars of the city carry a 
card worked around the same 
painting as the poster  litho- 
graphed in color and the copy is 
varied slightly to fit the new me- 
dium. The third and last tie ur 








comes through the use of news- 
papers, and the same picture is 
redrawn to suit this form, illus- 
trating the first advertisement in 
the month, thus tieing up all of 
our advertising. The copy is 
modified to suit the various 
mediums, but carries the same 
general message and serves to 
bring the company’s advertising 
to the attention of the public in 
a harmonious way. 

We appreciate very much that 
a‘ great deal can be done through 
two additional forms of advertis- 
ing, that is, the direct-by-mail 
and the bulletin board. The for- 
mer we have used in a limited 
way and secured excellent results, 
and it is our hope to use the 
latter in the near future as we 
realize the good work that it has 
accomplished, but the budget of 
our company does not permit the 
use of any more mediums at the 
present time. 

We find that we attract much 
attention by presenting our serv- 
ices through a series of illustra- 
tions, rich in color and human 
interest. The artistic value of 
the poster prevents it from be- 
coming tiresome by repetition, and 
repetition serves only to strength- 
en the force of the message. 
Thus the whole campaign gains 
momentously as it progresses. 


ADVERTISING AGAINST PESSIMISM 


D. D. Bailey, of the First 
National Bank of Tulsa, Okla.: 


The best advertisement I ever 
wrote was published in February, 
of this year, at the time when 
prices were declining, factories in 
some cities were closing and con- 
ditions were unsettled. It was 
published to counteract, so far as 
possible, the feeling that the 
country was going to the dogs, 
and had nothing whatever to do 
with banking. Banking was not 
mentioned and we solicited no 
business. It was a community ad- 
vertisement, pure and simple, and 
therein, I feel sure, lies the sec- 
ret of its power. 

In every crisis people want to 
know what the banker thinks. 
We had numerous calls from busi- 
ness men as well as private in- 
dividuals who wanted to know 
what was going to happen. They 
wanted a banker’s opinion, and 
we gave it to them in an eight- 
column, eighteen-inch ad under 
the heading LET’S BE DONE 
WITH PESSIMISM. The theme 
of this ad is that the country 
is going through a period of re- 
adjustment of living costs, prices 
and wages and that the period 
of prosperity would return only 
when the people willed it. The ad 
then outlines how merchants can 
help, advising that merchants 
must accept their inevitable losses 
due to the drop in the raw mate- 
rial market, reduce prices in ac- 
cordance with replacements costs, 
and tell the people that this has 
been done. To manufacturers we 
stated that they owed it to the 
public to keep their plants in op- 
eration if at all possible, taking 
their share of the losses if need 
be, in order that people might not 


be thrown out of work, thus still 
further reducing the _ buying 
power of this country. We ad- 
vised the public that it must 
“close its ears to idle rumors, 
pessimistic talk and unfounded ac- 
cusations.” We pointed out that 
the merchants and manufacturers 
were taking their share of the 
burden and that the public must 
bear with them. 

This advertisement appeared on 
Sunday. As I came to the bank 
Monday morning, three business 
men stopped me, commending me 
as the bank’s representative, for 
the advertisement of the day be- 
fore. 

I have written many ads which 
have produced more in actual 
money than this one. I published 
one ad on buried money which 
brought $1,100 from a negro at 
Sand Springs, a suburb of Tulsa 
where the money had been 
buried. I published an ad on 
savings, stressing the point that 
the money was instantly avail- 
able if needed, which brought 
$2,400 from two traveling men, 
stopping at the Tulsa Hotel, be- 
fore ten o’clock the next morn- 
ing. I could recount numerous 
other instances where we secured 
actual cash. But the ad to which 
{ refer paid better than any ad- 
vertisement we have ever pub- 
lished, because it created good 
will—the intangible asset—which, 
in the analysis, is the aim of a 
vast majority of our advertising. 


LINKING ADVERTISING WITH 
COMMUNITY EVENTS 


The best bank advertisements 
are often those which in some 
manner link closely with com- 
munity events of importance or 
significance. Miss Percy Gar- 
ner, of the Wachovia Bank and 
Trust Company, of Winston- 
Salem, N. C., told how she had 
prepared an _ advertisement, 
which was set in a_ beau- 
tiful manner by the local 
newspapers, commemorating the 
Easter service of the Moravian 
Church, which is strong in that 
community. This Easter serv- 
ice is one of the most impres- 
sive ceremonies of the year, and 
the advertisement was so ar- 
ranged that the initial letters of 
the paragraphs spelled the 
word “WELCOME.” As the 
success of the advertisement, 
she said: 

Favorable attention and good- 
will are two valuable assets that 
every financial institution wishes 
to have and to hold. We believe 
that our Easter advertisement 
created in the 3,000 Moravians, to 
whom the Easter services of their 
church mean so much, an even 


more friendly feeling towards our 
institution than already existed. 
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The good-will of the thousands of 
visitors in Winston-Salem as wel] 
as residents of the city, was 
gained, and favorable attention 
was drawn to the Wachovia Bank 
and Trust Company through this 
advertisement. Extra sale of our 
local papers and comments and 
even compliments heard, gave us 
assurance that our “WELCOME” 
announcement had its desired ef- 
fect. 


HOW A NEW PASS BOOK INCREASED 
BUSINESS 


To help employees make a 
campaign for new accounts 
more effective, the National 
Bank of Kentucky, of Louis- 
ville, used a beautiful and some- 
what expensive pass book with 
excellent effect. F. C. Adams 
told of his experience in an ad- 
dress before the financial divi- 
sion of the advertising conven- 
tion. In part, he said: 


While bank publicity is con- 
sidered unusually cumulative—by 
too many entirely cumulative—it 
is occasionally possible to show 
unusual results following the in- 
sertion of a particular piece of 
copy. 

An advertisement was inserted 
in the Louisville papers by my in- 
stitution on Sunday, December 5, 
calling attention to an entirely 
new feature in our savings de- 
partment supodties. On the follow- 
ing day, 225 new savings accounts 
were opened, asking for this par- 
ticular attraction. This looks like 
pretty good results from an ad— 
we thought so—but the ad wasn't 
given credit for doing all the 
work—the factor given the big- 
gest credit was the employees of 
the bank. 

It was the beginning of our sec- 
ond new account contest which 
had been announced to our em- 
ployees on Saturday, December 4. 
The results of our first new ac- 
count contest had shown that em- 
ployees had rather a difficult time 
securing accounts without any- 
thing to which to tie their argu- 
ments. 

It was a splendid savings pass 
book of pressed leather, inlaid 
with a hand tooled appearance— 
costing approximately $1. This 
pass book was so genuinely good 
looking that the average person 
was tempted to open a savings ac- 
count to obtain one. 

The campaign began December 
5 and closed January 15 and 3,- 
000 savings accounts were Sseé- 
cured, showing balances that av- 
eraged $36. This was satisfac- 
tory indeed consider’:g the cir- 
cumstances. Four bauks had just 
raised interest rates and were of- 
fering four per cent. Our bank 
paid three per cent. Eight banks 
were carrying on big advertising 
campaigns. During the month 
and a half this book was offered, 
between 350,000 and 400,000 lines 
of advertising appeared. With- 





gre 


sib! 


boo 


\ 
of 
Bar 
Me 
mal 
reat 
mer 
tise 
the 
obvi 
mad 
men 
ing 
and 
than 
of tl 
_ cam 


~e 
the 
them 
Forg 
rang 
to sv 
ment 

Th 
Serie: 
a pe! 
copy, 
trate, 
noon 
Satur 
Thur. 
acter 
The 
tive 
gettir 

Th 
the 
comp 
Say, 
cribe 
—I 
kind 
flow 


n 








| of 
yell 
vas 
ion 
ink 
‘his 
our 
und 


1” 
ef- 


‘on- 
—by 
—it 
10W 
in- 
of 


‘ted 
in- 


rely 
de- 
ow- 
ints 
ar- 
like 
.d— 
sn’'t 
the 
big- 
s of 


sec- 
nich 
em- 
r 4. 
ac- 
em- 
ime 
uny- 
rgu- 


pass 
laid 
co 
This 
rood 
rson 
. ace 


nber 
| Se 

se- 
av- 
‘fac- 
cir- 
just 
» of- 
yank 
anks 
ising 
onth 
red, 
lines 
rith- 





THE BANKERS MAGAZINE 258 


out question, it was the heaviest 
thrift advertising that ever ap- 
peared in any city at any time. 

Our campaign appeared daily 
and was figured heavy enough to 
saturate, that is, to appear so 
often and in such sized space that 
anyone who read the papers con- 
sistently couldn’t be unaware that 
an effort was being made to have 
them open a savings account. The 
cost of the accounts secured, in- 
eluding the pass book, was about 
$2.25. Of course, there was some 
permanent value in the advertis- 
ing that appeared. 

Some may be inclined to doubt 
the advisability of using such an 
expensive pass book, but let me 
say that the accounts opened by 
means of these pass books have 
grown remarkably. Everyone who 
secured one seemed compelled to 
show it to someone else and the 
resulting publicity was well worth 
while. The book seems to typify 
the splendid purpose of saving. 

The results secured were pos- 
sible only through joining the 
efforts of the employees with the 
advertising, coupled with the pass 
book. 


HOW ONE BANK USED “THE 
AGES OF MAN” 


When Martin F. O’Callaghan 
of the Union and Planters 
Bank and Trust Company of 
Memphis, found that a great 
many customers of the bank 
read with interest and com- 
mented upon a car card adver- 
tisement that was displayed in 
the banking room, he did the 
obviously prudent thing—he 
made up a series of advertise- 
ments for the newspapers, hav- 
ing the same general appeal— 
and new accounts came faster 
than ever before in the history 
of this bank. In describing this 


campaign he said: 


“The Ages of Man” has proved 
the most resultful advertising 
theme we have ever invoked. 
Forgetting Shakespeare, we ar- 
ranged our own “Ages of Man” 
to suit our style of appeal, judg- 
ment and copy. 


The idea was developed into a 
series of seven pieces of copy with 
a period of life for each piece of 
copy, each appropriately illus- 
trated. Published in two after- 
noon newspapers, Monday and 
Saturday in one, Tuesday and 
Thursiiay in the other, each char- 
acter made four appearances. 
The series ran for seven consecu- 
tive weeks, the infant prodigy 
Betti: % older each week. 

The series was first published in 
the suinmer of 1920. What it ac- 
complished would be very hard to 
Say, : I would hesitate to as- 


cribe to any piece of advertising 
ade, | bank advertising of this 
kind vever perfect, all the in- 
flow isiness during life of the 








STRENGTH, CAN BE JUDGED BY THE NUMBER 
7 ITS CUSTOMERS. 


‘WALKS OF LIFE, MEN, WOMEN AND 
HAVE THEIR MONEY ON DEPOSIT WITH THIS 
COMPANY. 


OVER FIFTY. THOUSAND PEOPLE IN ALL 
(CHILDREN, 


The 
Marine Trust Company 
of Buffalo 











A dignified advertisement well cal- 
culated to inspire the confidence 
of which it speaks. 


advertising that would come to an 
old-established, highly reputed 
bank, with the leadership in its 
community; neither could I gauge 
the effect on dormant deposits, 
nor what the advertising did for 
the savings departments of our 
neighbors, but we do know that 
during the time of publication the 
number of new accounts in the 
savings department reached the 
highest altitude in all our his- 
tory; in fact almost doubled over 
the average run, and that we got 
considerable conversational pub- 
licity thereby. 

“The Ages of Man” series was 
the result of a positive proof to 
us that the age theme in savings 
bank advertising was the least 
threadbare and the surest way of 
getting to our people on the in- 
side “where they live.” I mean 
the Specific age theme, not the 
“Grandma and Grandpa” stuff ex- 
clusively. Our key to this theme 
came from a card showing the 
stand of mind, measure of oppor- 
tunities and per cent. of mortality, 
financial and physical, in certain 
ages of men. The card was used 
by us in an amended form about 
a year ago as a street car card, 
with permission from the “‘Maga- 
zine of Wall Street.” The inter- 
est that it evoked, the discussion 
that it caused while hung in our 
lobby, the requests received for 
copies of it from individuals and 
employment managers, but best of 
all, the directly traceable business 
it brought as a street car card, 
after being forjudged as copy- 
heavy proved convincingly that 
we had found something that 
made them think and made them 
act. 


BOOSTING THE HOME TOWN 


Clem J. Steigmeyer, of the 
First and Hamilton National 
Bank, of Ft. Wayne, Ind.: 


The success of any advertising, 
I believe you will agree, is in a 
large measure dependent upon the 
state of mind of the public. Last 
summer four things happened in 
Fort Wayne in rapid succession. 

The United States census fig- 
ures were announced, placing Fort 
Wayne for the first time in its 
history the second city in size in 
the State of Indiana. 

There followed almost immedi- 
ately, spread generously over the 
front pages of the local newspa- 
pers under eight-column flag 
heads, the tidings that the Inter- 
national Harvester Company 
would erect a great truck manu- 
facturing plant in Fort Wayne, 
which would mean, according to 
conservative estimates, an in- 
crease in population of from 26,- 
000 to 30,000 within the next five 
years. 

On the same day that this an- 
nouncement was made the for- 
mation of a housing corporation, 
capitalized at one million dollars 
and fully paid was completed. 

And then came the decision, 
bound by contract, that a belt line 
railroad, connecting all the rail- 
roads in Fort Wayne would be 
built, adding immeasurably to 
Fort Wayne’s already excellent 
freight facilities. 

People who had been ‘“knock- 
ing’ the city before began boost- 
ing. A new pride in their city 
had been awakened in the hearts 
of the people. Everybody was in- 
terested in Fort Wayne as they 
had never been before. 

These portentious announce- 
ments were scarcely cold in print 
when we launched the advertise- 
ment, “Fort Wayne Begins New 
Era of Growth.” 

The advertisement appeared in 
the two daily newspapers of Fort 
Wayne, morning and evening, one 
in each, and was later reprinted 
in pamphlet form, together with 
other advertisements of the series 
to meet the demand for copies. 
These pamphlets were used ex- 
tensively, and are still used, in 
interesting out of town prospects 
about to move to Fort Wayne in 
our bank. 

Its appearance was received by 
the public with enthusiasm. The 
news element of action caught the 
eye. The timely subject matter 
held the attention. 

Real estate men carried copies 
around in their pockets to help 
sell Fort Wayne to prospects. 
Business and professional men 
asked for copies. Here the bank 
rendered good will, a service to 
the public by giving information 
in its advertising for which there 
was a demand; by pointing out 
the clean-cut ways in which Fort 
Wayne dominated; by encourag- 
ing men, women and children to 
take a greater interest in the 
growth and prosperity of their 
own city. 

Several ‘financial magazines car- 
ried articles on the campaign of 
which this’ advertisement was a 
part. The leading newspaper in 
Fort Wayne asked for copies to 
send’ ‘to its foreign advertising 
representative in Chicago, Kan- 
sas City, New York and Detroit. 


-The secretary of the Chamber of 


Commerce distributed twenty-five 
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copies to various cities through- 
out the United States; the man- 
ager of Fort Wayne’s largest de- 
partment store sent twenty-five 
copies to concerns from whom he 
bought in other cities in order to 
emphasize the fact that Fort 
Wayne was a good town in which 
to grant credit; managers of 
manufacturing institutions re- 
quested copies and the _ public 
utilities of Fort Wayne were spe- 
cially pleased. You may think 
that my enthusiasm has carried 
me far in citing these results but 
I assure you that I have on file 
many congratulatory messages the 
bank received and scores of other 
requests for copies. 

It was inevitable that people 
should take a pride in the institu- 
tion which was boosting the city 
of which they were proud. 


THE PROBLEM OF THE COUNTRY 
BANK 


J. A. Abernathy, First Na- 
tional Bank of Fordyce, Mo.: 


We read the advertisements of 
the city banks and admire their 
beauty and pulling power. They 
are works of art. We believe in 
advertising and want to follow 
their example, but the average 
country banker has not the time 
nor inclination to attempt the 
work of an experienced advertis- 
ing man. He knows his custo- 
mers personally and calls them by 
their first names—they come to 
him with their troubles, and get 
his sympathy and advise. Like 
the old negro who recognizes 
Rastus as “his boy’’ in the Cream 
of Wheat picture, we recognize 
“Personal Service’ and ‘Human 
Interest” as our boys in the ad- 
vertisements of our city corre- 
spondent; and one of our problems 
is to claim these fellows on a very 
limited advertising budget. 

It is largely a matter of ac- 
quaintance and education. The 
country banker would do well to 


spend more time in the lobby of 
the bank, making those who call 
feel more at home. Most people 


have a feeling of awe about call- 
ing at the bank, and this should 
not be the case. The banker 
should get out occasionally and 
visit his friends in the fields—take 
time to sit on the fence and lis- 
ten to their plans. When he re- 
turns, write them a letter about 
the visit offering to serve him in 
some particular way. Let him 
make appointments with the 
schools in the several communi- 
ties to make a talk on thrift, or 
give a lesson in banking, and get 
acquainted with the children, and 
parents who visit the school for 
the occasion. It won't hurt the 
banker to take the holidays, at- 
tend public gatherings, picnics, 
and barbecues—the social feature 
is fine, and the bank will serve 
more people as a direct result. 
Carl Hollis, cashier, Merchants 
& Planters Trust and Savings 
Bank at Warren, Arkansas, a 
county seat thirty miles south- 
east of Fordyce,, is doing some 
valuable indirect advertising. The 
bank employs a woman agricul- 
turalist, who organizes the boys 





and girls of the county into pig, 
poultry and canning clubs—the 
bank financing the boys and girls 
in purchasing high grade stock. 
The publicity this bank is getting 
in connection with these activities 
will be felt for years to come. 

I believe direct advertising has 
been neglected by the country 
banker. We want to make up 
some mailing lists of farmers, em- 
ployees, housewives and teachers. 


TIMELINESS IN ADVERTISING 


D. B. Harris, of the Hamil- 
ton National Bank, of Chat- 
tanooga, ‘Tenn.: 


it is necessary for the advertis- 
ing manager to grasp every op- 
portunity possible to place his in- 
stitution before the public at tlie 
right time. For example: Upon 
learning that the express com- 
pany which maintains a large dis- 
trict office in Chattanooga was 
going to give its employees checks 
for back pay awarded by the la- 
bor board, we immediately got 
busy and ran advertisements in 
the local newspapers, appealing to 
them not to spend this extra 
money, but to deposit it in our 
bank, and we received what we 
thought unusual results from 
these advertisements. 


THE INSURED SAVINGS PLAN 


John A. Price, advertising 
manager, Peoples Savings and 
Trust Company, Pittsburgh, 
Pa.: 


The Peoples Savings and Trust 
Company, of Pittsburgh, and the 
Equitable Life Assurance Society 
of the United States, two of 
America’s strongest financial in- 
stitutions, present a new and prac- 
tical way of assisting ambitious 
people to become financially in- 
dependent. 

The plan is called the People’s 
Insured Savings Plan. 

It is a combination of a four 
per cent. savings account in the 
Peoples Savings and Trust Com- 
pany, and life insurance in the 
“Equitable”. 

Let it be supposed you are 
thirty-five years old and want to 
get $1,000. You come to the Peo- 
ples Savings and Trust Company, 
join the Peoples Insured Savings 
Plan by depositing $7.45 and agree 
to deposit exactly the same 
amount monthly for a period of 
120 months. At the end of 120 
months, you’ receive $1,000 in 
eash, if you live. But should you 
die, even one day after you have 
been accepted by the insurance 
company, your wife, children, 
husband, parents, or whoever you 
have selected, will be paid 
promptly the $1,000 you intended 
to save, without further deposits. 
Nothing could be more simple. 
You receive the $1,000 in cash, if 
you keep up your monthly de- 
posits and live. Whoever you se- 
lect will receive the $1,000 with- 
out any further deposits, if you 
die. The $1,000 is absolutely cer- 
tain. Yours if you live; your heirs 
if you die. 











Multiply $7.45 (your monthly 
deposit) by 120 (months) and you 
find that your total deposits over 
the 120 months’ period amount to 
$894.00. This is the entire amount 
of money you deposit. It includes 
everything. There are no extrag 
of any nature. 

You deposit only $894.00 but are 
paid back $1,000 in full. And, in 
addition to this profit of $106.00, 
your life is insured in the “Equit- 
able’’ for the whole period of 120 
months. Ambitious people will 
recognize in this plan a practical, 
definite and easily kept schedule 
for making financial progress. A 
small sum, which will not be 
missed, is deposited regularly each 
month, with the assurance that 
you, if you live, or your heirs, if 
you die will receive the full 
amount you started out to save. 


& 
How Banks Are Adver- 
tising 

Tue Wuirney-Centrat Banks 
of New Orleans publish each 
month for the benefit of their 
depositors a collection of charts 
showing the trend of business. 
Charts depicting wage reduc- 
tions, business failures, rail- 
road earnings, foreign trade, 
building loans, wheat produc- 
tion, etc. show the reader in a 
graphic manner the month to 
month progress of the nation’s 
business. Another feature of 
the Whitney banks is an eco- 
nomic map of the United States 
which lists the agricultural 
products and natural resources 
of each state. 


THe Worcester Bank and 
Trust Company of Worcester, 
Mass., has issued a very inter- 
esting historical booklet en- 
titled “Forty Immortals of 
Worcester and Its County.” 
The bank says in the foreword: 
“Realizing what an important 
part Worcester County has 
taken in the history, not alone 
of Massachusetts, but of Amer- 
ica, the bank has prepared bio- 
graphical sketches, illustrated 
wherever it has been possible, 
of forty men and women of the 
City of Worcester and _ its 
county, who have done some- 
thing worth while for either the 
community or the world.” 


Tue ContTINENTAL AND CoM- 
MERCIAL Banks of Chicago have 











Tu 

cis¢ 
hoo 
as 
cen 

give 
dus 
Bar 
pro 
that 
it is 
THI 
Ba? 


Stant! 


THE BANKERS MAGAZINE 


published an attractive booklet 
containing reproductions of the 
best newspaper advertisements 
of this bank which have ap- 
peared during 1920 and 1921. 
As the advertising of these 
banks ranks amongst the high- 
est of American bank adver- 
tisers, this booklet should be of 
unusual interest to all students 
of bank advertising and all 
those actively engaged in this 
particular branch of banking. 


Tue Bank or Itrary, San Fran- 
cisco, Cal., has published in 
booklet form reproductions of 
a series of advertisements re- 
cently used by that bank to 
give publicity to the various in- 
dustries of California. The 
Bank of Italy is one of those 
progressive banks that realizes 
that by helping its community 
it is also helping itself. 


AMERICAN NATIONAL 
of Richmond in_ its 


THE 
Bank 


monthly Thrift Letter tells the ° 


following story, which should 
be of interest to all bank ad- 
vertisers: 


Two women went together into 
a Broad Street department store 
last week to do some shopping. 
One of them bought a variety of 
things, ranging from a box of 
hairpins to a sport skirt, and 
without calculating how much she 
Was spending, said carelessly, 
“charge it, please,” as she pur- 
chased each article. 

The other woman asked for a 
“shopping card,’ had the price 
of each article put down as she 
went from counter to counter and 
finally, taking a small folding 
check book from her wrist bag, 
she wrote a check for the total 
amount of her purchases, did a 
little bookkeeping on the stub of 
the check book and turned to her 
companion with a “now I am 
ready” air. 

“Do you always carry. that 
absurd little check book around 
with you and pay for everything 
you buy?” asked her amused 
friend. 

“Certainly I do,” answered the 
other. “It is the only business- 
like thing to do. You, I believe, 
have no idea how much you have 
spent this morning. You won't 
have until the first of the month, 
when the bills come in and then 
perhaps you will have a horrible 
surprise. 

“I not only know how much I 
spent today, but how much I 
spend every other day and I also 
know to a penny how much I 
have in the bank, because I never 
draw a check that I do not in- 
Stantly deduct the amount of it 


4 


from my bank balance. It takes 
about two minutes to do such 
bookkeeping on the stub of my 
little book, I know just where I 
stand financially, my account is 
never overdrawn and I never have 
the unhappy surprise of a shower 
of bills for things I had forgotten 
I ever bought. 

“You will never know what real 
peace of mind means until you 
keep a household budget and shop 
with a check book. I’ve found 
these two comparatively small 
matters to be the biggest worry 
eliminators in my daily life.” 


C. K. Matson, publicity man- 
ager, of the Cleveland Trust 
Company has been _ elected 
president of the newly organ- 
ized financial division of the 
Cleveland Advertising Club 
composed of the leading men of 
Cleveland’s financial organiza- 
tions. At the organization 
meeting of this division Mr. 
Matson offered a constructive 
platform calling for the coop- 
eration of Cleveland banks in a 
series of educational campaigns. 


A FINANCIAL ADVERTISING serv- 
ice operating under the name 
of Anderson-Ross Company has 
been established in Sacramento, 
California. Its president is 
Ralph P. Anderson, assistant 
to the president of the Sacra- 
mento-San Joaquin Bank, of 
Sacramento. Mr. Anderson is 
well known as the author of 
many excellent articles on bank 





“You never seem to worry 
about your investments” 


“How can you look after them when 
you are away.so much of the time?” 

“Well, a few months ago | put them in 
a Fidelity Safe-Keeping Account and since 
then | haven't had to bother with them at 
all. The bank keeps them in its vault, 
collects the income when it is due and 
credits this to my account. It also keeps 
me informed of the condition of my hold- 
ings and advises me concerning changes 
and reinvestments.” 

This service is a great help to investors. 
Call or write for our booklet, “Fidelity 
Safe-Keeping Service.” 


The Fidelity Trust Company 
of Buffalo 
Main and Swan Street 


ze 











A good advertisement to investors 
of a special trust company service. 
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advertising, several of which 
appeared in THe Bankers 
MacazineE. R. F. Ross, a com- 
mercial artist, is vice-president, 
and the secretary-treasurer is 
D. K. Colclough, who formerly 
was cashier of the Citizens 
Bank of Sacramento. 

The organization does not 
handle general financial adver- 
tising, but is devoted exclusive- 
ly to banking by mail advertis- 
ing. In this respect, it is an 
interesting example of speciali- 
zation. There was a time when 
an organization devoted to 
bank advertising was a novelty, 
and now comes the organization 
devoted to one particular phase 
of bank advertising. 

“We believe,” says Mr. An- 
derson, “that banking by mail 
is a field which has been prac- 
tically unworked by banks. As 
a matter of economics, banking 
is a service which should be 
brought within the reach of all, 
and a bank which does not en- 
courage banking by mail is not 
functioning properly in that re- 
spect. An important point for 
every banker to remember in 
connection with banking by 
mail, is, that it not only appeals 
to people living in the country 
surrounding the bank’s town, 
but also to people living in the 
town—to people who find bank- 
ing hours or locations incon- 
venient, or who cannot spare 
the time to bank in person. 

“Our service includes mis- 
cellaneous helps to building up 
banking by mail business, in ad- 
dition to newspaper advertis- 
ing. Each of our newspaper 
advertisements is handlettered 
and illustrated, these features 
making them unusually attrac- 
tive and strong.” 


Tue American Exchange Na- 
tional Bank, N. Y., believes the 
following. It says: 


Women are the custodians of 
the average household funds and 
to the extent of its dependence 
upon savings for progress the ar- 
biters of the nation’s destiny. 
The women alone can win the 
country back to the habit of sav- 
ing and bring its potential re 
sources into action. Theirs is 
the -responsibility. 





Bank Advertising Exchange 


Those listed herewith are willing to exchange booklets and other advertising 


matter issued by them. 


Watch for N 


A 
Adams, F. R., Will Co. Nat’l Bank, Joliet, Ill. 
Allen, W. S., pub., mgr., Southwark Nat’l Bank, 
Philadelphia, Pa. 
Anderson, R. P., adv. mgr., Sacramento-San 
Joaquin Bank, Sacramento, Cal. 
Ansley, D., Central Tr. Co., San Antonio, Tex. 
B 
Bader, A. F., asst. cash., Old State Nat’l Bank, 
Evansville, Ind. 
Bailey, C. W., pres., 
ville, Tenn. 
Banco Mercantil Americano del 
Peru, S. A. 
Bankers Magazine, The, New York. 
Bauder, R. E., Union Bank Bldg., Chicago, Ill. 
Baugher, E. M., pres., Home Bldg. Ass'n Co., 
Newark, Ohio. 
F., adv. 
, Mich. 
. W., director serv., 


lst Nat'l Bank of Clarks- 


Peru, Lima, 


mgr., Union Trust Co., De- 

Svgs. Bank of Utica, 

Bennett, H. D., asst. cash., Capital Nat’l Bank, 
Lansing, Mich. 

Berger, H. C., cash., Marathon Co. Bk., 
sau, Wis. 

Bernhardt, J., vice-pres., Cotton 
Tr. Co., Pine Bluff, Ark. 
Bize, L. A., pres., Citizens Bank & Tr. Co., 

Tampa, Fla. 
Blethen, J. O., cash., Security Tr. & Svgs. Bank, 
Yuma, Ariz. 
Block, R., pub. Co., 
Buffalo, N. Y. 
Branham, D. R., director pub., Hellman Com’l 
Tr. ‘& Svgs. ‘Bank, Los Angeles, Ca 
Brown, G. W. C., asst. secy., Tidewater 
& Tr. Co., Norfolk, Va 
Brown, R. A., asst. cash., 
Raleigh, N. C. 
Buennagel, L. A., mgr. serv. dept., 
Svgs. & Tr. Co., Indianapolis, Ind. 
Burton, E. C., V.-P., Pennsylvania Nat’l Bank, 
Chester, Pa. 
Butzloff, H. M., asst. 
Atlantic, Iowa. 
Buzbee, M. A., adv. mgr., American Bank of 
Commerce & Tr. Co., Little Rock, Ark. 
Cc 
Caplan, H. B., secy. to pres., Canal-Com’'! Tr. 
& Svgs. Bank, New Orleans, La. 
Childress, F. » adv. mgr., Atlantic Nat'l 
Bank, Jacksonville, Fla. 
Clabaugh, S. F., cash., City Nat’l Bank, Tusca- 
loosa, Ala. 
Coon, H. J., 68 Farnham Ave., 
Corrigan, J. V., pub. mer., 
Atlanta, Ga. 
Crary, R. F., asst. 


“BE. E., Com’! Nat’l Bank, 


D 
Atty. East Side Svgs. Bank, Roch- 
Y 


Co., 
Co., 


Wau- 
Belt Svgs. & 


mgr., Citizens Trust 


Bank 
‘Citizens Nat'l Bank, 


Fletcher 


eash., Iowa State Bank, 


Toronto, Canada. 
Atlanta ‘Tr. Co., 


cash., Internat’l Bkg. Corp., 


Culbreth, Raleigh, N.C. 


, a &, 


Dayton, 2 pub.. mgr., Guaranty Tr. 
N.Y 


De Bebian, A., adv. mgr., Equitable Tr. 

Deily, H. E., Tradesmen’s Nat'l Bk., Phila., Pa. 

Delson, L. E., pub. mgr., Central Tr. Co., of 
Illinois, Chicago, Ill. 

De Wilde, J., pub., mgr., American Nat’l Bank, 
Pendleton, Ore. 
Distelhorst, W., adv. div., 1st Wisconsin Nat’l 

Bk., Milwauke e, Wis. 
Dysart, W. R., cash., 1st Nat'l Bank, Ripon, 
Ww 


Vis. 
E 
Eberspacher, J. C., asst. cash., 
Shelbyville, Ill. 
North Side Svgs. 


E nine ‘h, A. A., secy., 
Y. 
E mae F. W., vice-pres., Hibernia Bk. & Tr. 


Co., New Orieans, La. 


ist Nat’l Bank, 
Bank, 
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Subscribers can get on this list free of charge. 


Yew Names and Other Changes. 


Merch. & Planters Bk., 
F 
Guaranty Tr. 


G 
eee Bk. & Tr. Co., 


ner | ty W., Pine Bluff, 


Frost, L. A., 
bridge, 


treas., 


Co., 
Mass. 


Cam- 


Garner, P., pub., mgr. 
Winston- Salem, N. 
Gehle, F. W mgr. adv. 
Metals Nat’l Bank, N. 

Gillmore, M. S., Buck & Glenn, Inc., 
Salem, N. C. 

Gonthier, H. G., dir. pub., Bank of Hochelaga, 
112 St. James St., Montreal, Que. 

Grimm, H. B., mgr., bus. ext. 
at. CO, Detroit, Mich. 


H 

Hall, J. C., Farmers & Mechanics Tr. Co., West 
Chester, Pa. 

Hall, W. R. com’l serv. 
Bk., Phila., Pa. 

Heuchling, F. G., vice-pres., Northwestern Trust 
& Svgs. Bank, Chicago, III. 

Hamsher, C. F., pres., lst Nat’l 
Gatos, Cal. 

Handerson, C. H., Union Tr. Co., Cleveland, O. 

Haskell, E. G., Barnett Nat’l Bank, Jackson- 
ville, Fla. 

Heuchling, F. G., vice-pres., 
& Svgs. Bank, Chicago, |. 

Higgins, A. E., adv. serv., 2929 B’way., N. Y. C. 

Higley, J. N., adv., dept., Ist Nat’l Bank, 
Youngstown, Ohio. 

Ht -. Cc. anco Hispano 
Empresas Electricas, 
Madrid, Spain. 

tloagland, J. G., pub. megr., City 
Chicago, Ill. 
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New York Laws Arrectine Business 
Corporations. Revised to July 1, 
1921. New York: United States 
Corporation Company. 


In accordance with the plan outlined 
at the time of the publication of the 
first edition of the Corporation Laws of 
New York in pamplet form, the second 
edition was ready for distribution after 
the Governor affixed his signature to 
the last of the corporation bills. It is 
intended as a working copy of the New 
York Business Corporations Law, the 
Stock Corporation Law and the Gen- 
eral Corporation Law with appropriate 
sections of the tax law, to which is 
added a synoptic analysis of the vari- 
ous laws of New York relating to cor- 
porations. Their correlation is shown 
as well as the manner in which they are 
coordinated. The important parts of 
the three laws pertaining to business 
corporations are classified under a com- 
prehensive subject arrangement. 


Wd 


By William F. 
Sir 


Bankers’ Crepirs. 
Spalding. London, England: 
Isaac Pitman & Sons, Ltd. 


This book on credits has been writ- 
ten at the earnest request of a large 
number of bankers and commercial men 
with whom the author, in the course 
of his banking experience, has dis- 
cussed the many and troublesome ques- 
tions that frequently arise in connec- 
tion with those puzzling documents 
known as ‘Bankers’ Credits.” It deals 
with the practical side of the question 
and great care has been taken not only 
to explain the many and varied forms 
of bankers’ credits in existence, but also 
to consider the cases that from time to 
time have come before the law courts. 


ay 


Tue Funcrions or Money. By Wil- 
liam F. Spalding. London, Eng- 
land: Sir Isaac Pitman & Sons, Ltd. 


This volume aims at explaining the 
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various functions and services of money 
and describes the origin, development 
and special attributes of the many 
forms of credit instruments in exis- 
tence. The author is an expert in 
monetary affairs, both English and for- 
eign. His familiar acquaintance with 
monetary affairs renders him a judici- 
ous guide in the study of the intricate 
problems of finance. Among other sub- 
jects in chapters he takes up the de- 
velopments of the functions of money 
and the evolution of metallic money, 
a summary of the principal monetary 
systems and money in international 
commerce. 


oR 


Dovste Your Savincs—Ir Can Be 
Done. By Harvey A. Blodgett. St. 
Paul: Harvey Blodgett Company. 


The author of this book believes that 
the savings of the nation can be doubled 
within the next five years if only the 
banks will do their share to stimulate 
their depositors and potential depositors 
to make the effort. This book tells how 
it can be done and suggest that banks 
all over the country take up the slogan 
“Double Your Savings; It Can Be 
Done.” The advantage which would 
accrue to this country if we should be- 
come a nation of savers rather than of 
spenders are too obvious to require dis- 
cussion. Any plan that will help in the 
work of bringing this about is worthy 
of the consideration of the banking pub- 


lie. 
QL 


CurrkENCY AND EMPLOYMENT. 
Lancelot Hare, K. C. S. I. 
P. S. King and Son, Ltd. 


This is a reply to financiers who as- 
sert that no deflation should be made, 
and that deflation spells disaster. The 
author believes that the truth is exactly 
the reverse, and unless there is a rea- 
sonable and properly regulated deflation 
high prices and unemployment will be 
compelled and must prevail. 


By Sir 
London: 
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IRVING 
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NEw YORK 
Condensed Statement of Condition, June 30th, 1921 


eSources 








Cash in Vault and with Federal Reserve Bank . - $22,208,405.09 
Exchanges for Clearing House and due from other Banks 60,258,148.44 
Commercial Paper and Loans eligible for Re-discount 
with Federal Reserve Bank ‘ , ‘ ‘ - _ 84,452,100. 38 $166, 918,653.91 


Other Loans and Discounts 


Call and Demand Loans ; ; ; . . - 13,562,126.46 
Due within 30 days , ‘ ‘ , ‘ ‘ -  14,956,991.53 
Due 30to 90 days . ; ‘ : ‘ ‘ -  19,813,713.17 
Due 80 to 180 days ‘ ; ; : ; ‘ . 21,604,496.42 
Due; after 180 days R : ‘ : , 7; ; 1,930,178.98 71,867,506. 56 
United States Obligations ‘ ; , ; ‘ ‘ ‘ : ‘ 5,009, 513.87 
Other Investments . , ' é ‘ ‘ F ‘ 2 ' 9,007 949.19 
Bank Buildings ‘ . ‘ 516.475.05 
Customers’ Liability for Acceptances by this ‘Bank and i its Correspondents 

[anticipated $3, 112,113.25] ; ‘ ‘ : : ; ‘ : 16,998,481.90 


TOTAL RESOURCES : . : ‘ ‘ ‘ i ‘ ° $270,311 S18, 580.4 48 


{iabilities 
Capital Stock . ‘ ‘ , , ‘ ‘ ‘ ‘ $12, 500,000.00 
Surplus and Undivided Profits , ; : ‘ ‘ . . ; 11,202, 196.83 
Dividend Payable July 1, 1921 , . ‘ ' . , “ i 375,000.00 
Discount Collected but not Earned ‘ P ; ; , ; ‘ 1,262,211.50 
Reserved for Taxes and Expenses ; ; ‘ ‘ . : . 743,548.35 
Circulating Notes ‘ 2,428, 200.00 
Acceptances by this Bank and by " Correspondents for its Account [after 

deducting $1,980,681.12 held ad this Bank] fo ee gees 20, 110,595.15 
Deposits : “ . " : . 221, 696,828.65 


TOTAL LIABILITIES . . . . . . . «~~. _$270,318,580.48 
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uited to the individual investor’s requirements? 


Real investment service—the kind that holds a customer 
and makes him a self-advertiser of your bond department— 
means fitting the elements of safety, yield, maturity and 
marketability to his circumstances and investment purposes. 
It means selling him the kind of bonds he ought to buy. 


Our Bond Department will help you to give such service 
to your customers. Simply send us a statement of the in- 
dividual investor’s requirements, and we shall send you lists 
of securities which fill them. 


We also shall be glad to give you any information you or 
your customers may wish on any securities now owned; and 
go over your entire list of holdings to determine whether 
readjustments might be profitably made. 
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The United States as a Creditor Nation 
By Henry M. Robinson 


President First National Bank of Los Angeles and Los Angeles Trust and Savings Bank 


This address was delivered before the 
National Association of Credit Men in San 
Francisco. 


ECAUSE it was impossible to do 
B so, the war did not leave the 
world impoverished, nor, con- 
sidering its entire population and its en- 
tire property, was the great average of 
world wealth appreciably affected. 
This is not a statement which is 
pleasing to any individual whom the 
loss of life has touched, but it is clearly 
evident that the destruction by the war 
of things that had been previously 
created, such as factories, cultivated 
lands, houses, buildings, transportation 
systems and the structures in use in 
normal times, is hardly appreciable 
from a world wide standpoint—this be- 
cause the increase in production and in 


productive machinery in the world at 
large has been fully as great, if not 
greater, than the destruction brought 
about within the theaters of war. 


Actual destruction on the western 
front was limited almost entirely to a 
relatively small area in France, and, so 
far as actual destruction is concerned, 
to an even smaller area in Belgium. 
There were, of course, similar areas of 
destruction of varying sizes upon the 
other fronts, but there actual destruc- 
tion stops. 

In addition to actual destruction, the 
depreciation of transportation machin- 
ery, factories, buildings and other struc- 
tures, caused by neglect or excessive 
use, is a factor to consider in arriving 
at a total of the destruction caused by 
war, but this, in turn, must be bal- 
anced by additions to productive ma- 
chinery and transportation developed in 
other parts of the world. For instance, 
there was wholesale ship destruction by 
German submarines, but this was bal- 
anced by additional ship construction 
throughout the world. There was a 
falling off of agricultural production 


within Europe and increased production 
in other quarters of the earth. While 
war did not destroy the factories nor 
the lands themselves, it did, of neces- 
sity, destroy many of their usual prod- 
ucts and diverted the efforts of the war- 
ring nations to the manufacture of other 
and additional products destined from 
the first to be destroyed in its prosecu- 
tion. 

In addition to factories, equipment 
and transportation facilities used for 
war purposes, there were on hand at 
the outbreak of hostilities certain war 
supplies, foods, munitions and equip- 
ment, but the total of this, considering 
the amount used during the war, was a 
trifling part of the aggregate. 

The total requirements of the war— 
of material and supplies destroyed in 
its conduct—were tremendous when 
compared with what was available at 
its outbreak, and all of this has been 
produced by those living during the pe- 
riod of the war. 

Let us tabulate the things in existence 
in August, 1914, that have been de- 
stroyed or unduly affected. 

(a) War materials and supplies on 
hand—only a few weeks’ supply. 

(b) Fixed property in the compara- 
tively small areas of the various the- 
aters of war—-in the aggregate an area 
so small that population and all con- 
sidered, it is not an appreciable part of 
the total of such property in the civi- 
lized world. 

(c) Loss in man power direct and 
indirect—Nature must fill the gaps and 
the crippled ones are soon adjusted to 
the scheme of things. 

All this sounds cold and heartless, but 
let us in a broad way face things as 
they are and will be. 

It is quite clear that, except for the 
factors mentioned, neither the past nor 
the future could contribute to the war 
anything like the totals necessary to- 
wards its conduct. Therefore, the peo- 
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ple living, by additional effort in pro- 
duction and by economies in consump- 
tion. delivered the major portion of the 
materials and foods necessary for its 
waging. 

Since there are approximately as 
many people in the world at large to- 
day as existed at the time when the peo- 
ples were furnishing, by additional ef- 
forts and economies the necessary ma- 
terials for the prosecution of war, it 
follows that the world today is capable 
of producing as much as it did during 
the war itself, and that the difficulties 
of the nations result not from want of 
production throughout the world, but 
for the want of means for exchanging 
products, for means of returning to nor- 
mal production, and for solving the ad- 
ditional difficulties which have been 
built up through the creation of new 
political and economic barriers along 
the frontiers of the nations. 

Before the war it was possible, for 
instance, to ship goods from Madrid to 
Petrograd without difficulty; today the 
difficulties for such a shipment are tre- 
mendous. There are difficulties of ex- 
change; difficulties of import and ex- 
port tax at frontiers; difficulties through 
the physical breakdown of transporta- 
tion, through boundary transfers and 
delays, and through the inability to ob- 
tain payment for goods when they are 
once delivered. 

But to return to the war period. The 
methods adopted by the various govern- 
ments engaged for obtaining the neces- 
sary materials from their own nations 
and others differed only in degree. The 
fundamental rule was through methods 
of credit expansion. 

Those peoples and governments that 
were not directly engaged in the war, 
contributed to it of their products, al- 
ways in exchange for some commodity 
or credit. The nations engaged in ac- 
quiring war materials paid for their 
purchases from their own nationals by 
the making of loans, which resulted in 
a domestic inflation, and this internal 
inflation, with the exterior loans floated, 
finally resulted in world inflation. 

Exterior loans made for the purpose 
of acquiring current products of other 
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nations is tantamount to a promise to 
return these products at a later date, to 
settle for them in other products, or to 
pay for them by whatever medium is in 
use for exchange at the time of such 
payment. 

On the other hand, interior loans only 
take over the current supply of domes- 
tic products, so the system within a 
nation resulted merely in domestic in- 
flation; that is, an increase in the nomi- 
nal values, and a redistribution of the 
counters in the game. 

To speak in a domestic sense, one of 
the first effects of the inflation was to 
permit the marking up of wages paid 
to the wage earner. Then be it known 
that for a time, but only for a time, the 
difference between his wage and the 
cost of his living gave him an oppor- 
tunity to improve his standards of liv- 
ing. It would be beyond our power to 
determine whether, when all the fac- 
tors are considered, the wage earner, 
during the whole period of the war, and 
since the war, received his full share of 
such inflation, or whether as of today, 
the redistribution of the counters of ex- 
change has not more definitely estab- 
lished a wider differential between the 
various groups that make up a nation 
than previously existed. 

It is fair to assume that in no two 
nations would this redistribution and 
this differential be comparably parallel. 

It is evident that if there were no ex- 
terior loans obtained by a nation, or 
made for the benefit of another nation, 
the result of an adjustment within the 
boundaries of a nation so placed would 
be that all accounts could be balanced 
out. But, since the nations at war did 
either float external loans for their own 
benefit, or made such loans for the bene- 
fit of other nations, all are, of neces- 
sity, affected by these international re- 
lations and are unable to balance out 
their indebtedness, although it is ap- 
parent that, if you treat the world as a 
whole, as suggested in the case of a 
single nation, the accounts of the world 
must balance. 

Probably the greatest difficulty 
against a reasonably prompt return to 
normal conditions lies in the rearrange- 
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ment of international accounts. The 
positions of the various nations at war 
and those from whom they purchased 
war materials have shifted more rapidly 
than ever before in the history of the 
world, and this shift has led the nations 
into uncharted seas, where they are 
faced with new problems—problems the 
governments and peoples have never be- 
fore been called upon to solve. 

The credit devices of politicians when 
under the pressure of war were many 
and varied, but, generally speaking, the 
psychology of the situation led the poli- 
ticians to a theory of inflation in order 
to hold out the bait for the increased 
production required. This was general 
within the several countries and again 
was applied as between nations. 

In our own case, we furnished the 
provisions, munitions and accessories to 
carry on our part of the war, and fi- 
nanced our associates, certainly for pur- 
chases from ourselves, and also, prob- 
ably, for purchases from the nationals 
of other countries. 


This means that during the war we 
furnished those munitions, equipments 
and supplies from the difference be- 
tween our total productive capacity, 
which was speeded up to the limit, and 
the reduced consumption on the part of 
our people. 

It is evident, is it not, that in our own 
particular case the past contributed 
practically nothing but “plant”, and the 
only injury to “plant” has been exces- 
sive use and lack of maintenance? We 
provided our own provisions, munitions 
and supplies, to say nothing of financ- 
ing our allies, and we did this through 
speeding up our current production and 
by retarding consumption. 

Because we were free to speed up our 
productive energy; because our people 
were willing to reduce, for a period at 
least, their consumption; because the 
other nations at war needed this mar- 
gin; because we were willing to ex- 
change this part of the results of our 
productive energy for obligations of 
those nations with whom we became as- 
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sociated—because of all this we have 
become the creditor for most of the im- 
portant nations who were engaged in 
the war against the Central Powers. 

In effect, readjustment and circum- 
stances over which we have had no con- 
trol have forced us into the unique posi- 
tion, and the strongest position, rela- 
tively, that the world has ever seen. 

Today we have over three billions of 
gold available for our financial pur- 
poses, while France has approximately 
one-fifth of that amount, and England 
but little more than France. With Ger- 
many’s gold distributed among the 
Allies, these figures will be increased, 
though not materially. 

The gold supply of other nations, 
when taken together with France and 
England, as augmented by the German 
gold supply. gives us, by comparison, 
more than one-half of the available 
monetary gold of the world, and, in ad- 
dition, the important nations, other than 
the Central Powers, are greatly in our 
debt. 

It has long been claimed that the na- 
tion which is strongest in gold is, be- 
cause of that fact, the strongest eco- 
nomically. This claim, however, has 
never been proved, for in the end gold 
is nothing but the counters in the game 
and it is the goods of the world which 
the world always needs and which the 
world must have. 

There were many discussions of the 
proper ratio of gold to issues of cur- 
rency during the hearings before the 
passage of the Federal Reserve Act. A 
reading of the minutes of the congres- 
sional committee before which these 
hearings were had discloses that the 
learned savants called upon for expres- 
sion of opinion differed widely as to the 
ratio that should be maintained, both in 
gold reserves and deposit reserves. 
This difference extended from nothing 
(some held that no definite ratio should 
be set up) to seventy-five per cent., and 
the ratio finally established is only too 
evidently a compromise. In fact, we all 
know that England has long and suc- 
cessfully conducted her financial opera- 
tions on a very much smaller ratio than 
that which we finally adopted. 
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In a domestic sense, if the countries 
were not trading outside of their own 
boundaries, the ratio would be of com- 
paratively little importance, but, because 
of the international relations and obliga- 
tions, there arises a relationship be- 
tween the two that affects movements in 
international exchange. 

The extraordinary post war readjust- 
ment which has left America as the out- 
standing creditor nation has, whether 
we like it or not, forced us into an in- 
ternational relationship that did not be- 
fore exist. And, again, whether we like 
it or not, our cherished policy of hold- 
ing aloof from foreign political en- 
tanglements is changed. Economic con- 
ditions have forced us into economic en- 
tanglements and today political move- 
ments follow economic movements. 

It was fortunate that economic con- 
ditions since the birth of the Republic 
down to the outbreak of the war, per- 
mitted us to follow the policy of aloof- 
ness from world affairs, but we now 
find ourselves thoroughly entangled in 
the economic and political affairs of the 
world, and must face that fact fairly 
and squarely lest worse befall. 

The shifting of the positions of the 
nations has placed us most advanta- 
geously, but we are in danger of losing 
this position through inexperience and 
our inconsistent attitude in the problems 
that confront us. 

We are acquiring additional gold 
from the less fortunate nations; we are 
establishing, or endeavoring to estab- 
lish, protective tariffs and even em- 
bargoes against an influx of goods from 
the nations in our debt; and we are en- 
deavoring to increase and maintain our 
exports and to move them in our own 
ships. 

It is obvious that all these things can- 
not be continued successfully at one 
and the same time. 

In order to maintain a reasonable 
prosperity, we are most anxious to give 
employment to our people and to use 
all of our productive facilities. Neither 
of these things can be done unless we 
can dispose of our excess products. Is 
it not therefore evident that we can 
continue to dispose of our excess prod- 
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ucts only if and when exchange is 
brought more nearly to its normal con- 
dition? 

The nations of the world with whom 
we trade can pay for what they get 
only by what we take from them. This, 
of course, is modified through exchanges 
by them and by us with other countries. 
In its simplest form, the peoples of the 
world with whom we trade as custo- 
mers pay for what they get by what we 
take from them, or by what we take 
from other peoples, who, in turn, take 
from the original customers, and the 
amount we take must at least be equal 
to what we sell; otherwise, the buying 
power of the other nations stops, unless 
any gap in this rough balance is filled 
by extension of credits to foreign gov- 
ernments or their nations, or by invest- 
ments actually made in the countries 
against which the debit balance runs. 
Even this equal exchange makes no pro- 
vision for the payment of the loans we 
have made to debtor peoples. We eli- 
minate from consideration in this dis- 
cussion those factors such as tourists’ 
expenditures abroad, insurance paid to 
foreign companies, shipments home by 
alien workers and other “‘invisibles” 
that modify our international trade bal- 
ances. 

Of course the tremendous change in 
the economic position of the various 
countries came about through the de- 
crease in normal production and through 
the increase in consumption of Europe. 
The Allies, particularly, came to our 
market for war materials and supplies, 
and, as a sequence, sought credit with 
which to make payment. After our en- 
try into the war our Government loaned 
to the Allies the amounts necessary both 
to cover purchases in this country and 
to support exchanges. 

In so far today as our imports are 
less than our exports, some method for 
establishing a balance must be set up. 
Since the war, we have helped, in some 
degree, to make up this deficit through 
current loans, and, in a limited way, 
through loans known as “long term 
loans.” But this cannot continue. 

Current lending is unwise, both from 
a national and from an international 
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standpoint, and we in America are now 
discussing the creation of the Foreign 
Trade Financing Corporation, through 
which long term credits may be estab- 
lished abroad. Even current lending 
and the creation of the Foreign Trade 
Financing Corporation will not provide 
for a continuing deficit in the balance 
of trade in our favor in anything like 
the amount that has obtained since the 
war. 

The bankers of the country realize 
that immediate action must be taken to 
start again the clogged movement of our 
exports. The Foreign Trade Financing 
Corporation, a $100,000,000 concern, 
authorized under the Edge amendment 
to the Federal Reserve Act, is the im- 
mediate suggestion. The banks of the 
country are called upon to take the lead 
in the development of this organization, 
not because the banks themselves will 
be the principal beneficiaries, but be- 
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cause it is their duty to point the way 
for the relief of the manufacturer, the 
workers and the producer of raw ma- 
terials. 

The Foreign Trade Financing Cor- 
poration, with its great debenture is- 
suing power, starts the machinery for 
the furnishing of debtor nations and the 
nationals of debtor nations with the ma- 
terials and the credits which will per- 
mit them in turn to produce and manu- 
facture those goods which they must 
sell in order to provide the funds neces- 
sary to pay their debts to America. 

The development of this organization 
will to some extent alleviate the situa- 
tion, but the furnishing of these credits 
alone is not the final solution of the 
problem. 

The study of the situation leads to 
the conclusion that we must not only ex- 
tend credit, but also must make per- 
manent investments abroad, either in 
actual physical property, in the securi- 
ties of the nations with whom we trade. 
or in privately issued securities of their 
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industries and utilities, and to the con- 
clusion that these investments must con- 
tinue to be made at least until such 
time as imports and exports are on a 
more nearly even basis. 

By such investment we would aid in 
the building up of the productivity of 
debtor nations, and by so doing would 
answer once and for all the suggestions 
for readjustment outlined by the re- 
sourceful Mr. Keynes, and the equally 
resourceful Andre Tardieu. There is a 
world of misinformation abroad as to 
how the Allies’ debts to the United 
States originated, and on this misinfor- 
mation claims are made that it is our 
duty and obligation to release the 
debtors from the payment of their 
debts, thus, that our position might be 
immediately changed so that those now 
holding second liens should have first 
liens, and we be out of the lending 
business. 

The war idealism of the people of 
this country, could it have been con- 
tinued until now, would have made easy 
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the settlement of such problems as 
these, but we have largely dropped 
away from our notions of idealism and, 
in all approaches to international prob- 
lems, are showing the sordidly selfish 
tendencies of the people of the other 
nations. 

One of the results of the transfer to 
us of the power held by a creditor na- 
tion has, due to our inexperience, and 
especially because of our rigidity and 
of our inability to understand the prob- 
lems of others, created an animosity and 
a bitterness toward us that is in excess 
of our just deserts. And I do not have 
to point out to credit men that there is 
a psychological feeling on the part of 
a debtor toward a creditor which tends 
to the development of animosities, and 
it is this psychological feeling which is 
in danger of adding to our international 
difficulties. 

It would, therefore, be most desirable 
for us to so conduct ourselves that we 
may gradually modify this feeling of 
dislike and animosity, particularly if 
we are to continue in commercial rela- 
tions with the rest of the world. This 
desirability arises not because we are 
looking for such an ephemeral thing as 
their love and affection, but rather so 
that the nations may become satisfied 
and reasonably friendly customers for 
the purchase of our excess products. 

More to our advantage than all else 
in the permanent investment of our 
moneys abroad and the extension of 
long time credits through the Foreign 
Trade Financing Corporation will be 
the definite setting up of machinery that 
makes possible the readjustment of the 
conditions as between nations. 

The peoples of Europe have immedi- 
ate problems in the rehabilitation of 
their processes of production—but these 
problems will not take the years for set- 
tlement generally claimed, and before 
European capacity for production has 
returned to normal, we must have estab- 
lished ourselves with them as friendly 
creditors, or as investors in their securi- 
ties, or in their physical properties. 

The suspicions of international bit- 
ternesses and quarrels with other peo- 
ples will take their place. This is pos- 
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sibly cynicism, but it is cynicism based 
upon other parallels of history. 

Meanwhile we, in carrying out this 
duty, will create organizations and es- 
tablish a personnel that will be in ac- 
cord with the customs, attitudes, prac- 
tices, traditions and prejudices of the 
nations with whom we deal, and, as a 
creditor nation, let us hope that this 
personnel will make such contacts as 
will beneficially aid in the more speedy 
modification of the present attitude to- 
ward us of the people of the countries 
with which we trade. 

May the nations come again to under- 
stand that our attitude during the war 
was one of pure idealism. 

May they know that since the war, 
in recognizing the fact that our duty 
primarily is to ourselves, we also recog- 
nize that benefits to ourselves may, and, 
if properly obtained, will result in bene- 
fits to others. 
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May they understand that, with this 
idea in view, we have deliberately set 
up the machinery for the extension of 
credit, partially current, partially long 
term, as well as the necessary machin- 
ery for the making of investments in 
the physical properties and the securi- 
ties of the nations and the nationals 
with whom we carry on commercial re- 
lations. 

Nearly three years have passed since 
that great war horror ended. Most of 
the evil results of war will in time pass 
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away. The injustices and oppressions 
of military and financial war machinery 
will not always be remembered. The 
wreckage of life and of body and of 
fixed property will in time readjust it- 
self, but it devolves on us to make our 
fullest contribution, not for idealistic 
purposes, but in order that when the 
normal flow of prosperity comes again 
we may have come out of world turmoil 
with a position in the respect of the 
world at least equal to that which we 
occupied when the great war began. 


The Bank of Nations Scheme 


NATOR HITCHCOCK’S pro- 

posal that the United States es- 

tablish a bank of nations, with 
capital of $2,400,000,000, as an inter- 
national enterprise for the purpose of 
supplying credit to commerce and 
stabilizing exchange is exciting a great 
deal of interest in Washington. The 
plan has not yet been outlined except 
on broad, general lines, but both legis- 
lators and financial interests are study- 
ing the proposition with view to sug- 
gesting details and attempting to fore- 
cast the effect of the establishment of 
such a financial institution. 

If the bank were established as 
planned in a bill introduced in the Sen- 
ate by Senator Hitchcock it would be 
located in New York, would be financed 
by the United States Government and 
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such nations as should become stock- 
holders through treaties and would have 
general banking powers, including the 
issuance of international currency. It 
would be controlled by the United 
States, but jointly owned by the na- 
tions successfully negotiating financial 
treaties with this country. 

The first instalment of the $2,400, 
000.000 capital of the bank would come 
from the United States Treasury, ac- 
cording to the proposed plan. In this 
connection Senator Hitchcock says that 
it would be an easy matter for the 
United States to spare $300,000,000 to 
$400,000,000 in gold as a basic con- 
tribution. The remainder of the United 
States subscription to the capital fund 
could be made in the form of the bonds 
of foreign nations held by this country. 











ture free of charge. 
rates of foreign exchange. 


Foreign Exchange 
ravelers Letters of Credit 


EQUITABLE BUILDING 








Service To Your Bank 


FOR SEVENTY YEARS K.N. & K. has special- 
ized in acting for banks and bankers in the United 
States and neighboring countries, in the transmis- 
sion of funds to Europe and all parts of the world. * 


We have arrangements under which banks and bankers 
as principals can draw their own drafts on European 
countries or remit by Money Order to payees abroad 
in places with or without banking facilities. 


We furnish the necessary stationery supplies and descriptive litera- 
Our service includes regular advices as to current 


Investment Securities 
Commercial Letters of Credit 


‘ ’ r ° ’ . . ee 
** Seventy Years in Serving the Public 


Knauth,Nachod & Kuhne 


Members of the New York Stock Exchange 


Travelers Checks 


NEW YORK 














The United States now has more than 
half of the total gold supply of the 
world, an amount considerably in ex- 
cess of that needed to establish ade- 
quate credit for domestic commerce. 
This gold, through the Bank of Na- 
tions, could be utilized to finance that 
portion of international commerce now 
halted because of a lack of credit, ad- 
vocates of the plan say. 

The remainder of the capital stock 
of the bank would be held by such for- 
eign powers as enter into treaties with 
the United States for that specific pur- 
pose. A certain amount of the capital 
would also be derived from various 
banking functions exercised by the in- 
stitution. For example, it is proposed 
that deposits be accepted from export- 
ers, importers and bankers of the na- 
tions allied in the formation of the in- 
stitution. Deposits from these inter- 
ests engaged in international trade 
would be expected to total several hun- 
dred million dollars. 

One of the most important functions 


of the Bank of Nations would be the 
issuance and circulation of currency to 
be known as the international dollar. 
This new monetary unit would not only 
be issued in the United States but in 
other countries wherever branches of 
the bank were established. It would 
also be redeemable at any branch bank. 

The circulation of this money would 
be regulated by the proposed Bank of 
Nations in much the same way as the 
Federal Reserve Bank of the United 
States controls the amount of its notes 
in various districts. By retiring a por- 
tion of the outstanding currency when- 
ever international money was too plenti- 
ful in any nation and by issuing notes 
when the new medium of exchange be- 
came too scarce the system would hope 
to extend to international commerce the 
benefits of an elastic currency. 

One of the advantages that Senator 
Hitchcock hopes to see arise out of an 
international bank is the elimination of 
shipments of gold from nation to na- 
tion whenever an exchange of credit be- 
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tween branches of the bank would serve 
the purpose as well. 

The main function of the bank, how- 
ever, in the opinion of Senator Hitch- 
cock, would be the extension of credit 
and banking facilities to world com- 
merce through the united effort of sol- 
vent nations. Such an institution, em- 
bodying financial cooperation between 
the nations, would provide the neces- 
sary machinery for the prevention of 
disastrous fluctuations in exchange 
rates, according to Senator Hitchcock, 
and would in this and other ways en- 
able world commerce and finance to get 
nearer to a normal and sound basis. 
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ENGLAND TO APPLY THRIFT 
TO GOVERNMENT 


A twenty per cent. reduction in the 
cost of government in Great Britain is 
the aim of “examinations” which the 
treasury has authorized in the various 
departments of the British administra- 
tions. This step has been taken in prep- 
aration, among other things, for pay- 
ment of the interest on Great Britain’s 
debt to the United States next year. 

Budget estimates for the current fi- 
nancial year, which extends to March 
31, 1922, indicate an expenditure of 
£603,000,000 for supply services in- 
cluding the military establishment, the 
civil services and the revenue depart- 
ments. It is proposed to keep this ex- 
penditure down to £490,000,000 in 
1922-23, according to advices received 
by the Bankers Trust Company of New 
York, from its English information 
service. 

In a communication to department 
heads the treasury lords advocated dras- 
tic steps to reduce spending, and sug- 
gests that “in making proposals for re- 
ductions the departments shall not con- 
sider themselves prevented from pro- 
posing the reduction or cessation of a 
service because its performance has 
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hitherto been a part of the policy of 
the Government or because the service 
is necessitated by statute.” Parliamen- 
tary sanction will be obtained by any 
“sacrifice of services” considered neces- 
sary to meet reductions. 


BOND ISSUES TO MEET MATUR- 
ING DEBTS 


Sir Robert Horne, chancellor of the 
exchequer, has announced in the House 
of Commons that he has decided to! 
offer for subscription an issue of five 
and one-half per cent. treasury bonds, 
maturing April 1, 1929, with the price 
of the issue fixed at 97. No definite 
amount for the loan would be specified. 

Sir Robert said that the sole purpose 
of the issue was to provide for the re- 
demption of maturing obligations and 
to avoid undue recourse to treasury bills 
and ways and means advances. Holders 
of five per cent. Exchequer bonds ma- 
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turing October 5, and national war 
bonds maturing in 1922 and 1923, 
would be able to convert them into the 
new issue. 

It is understood that the issue of the 
cash loan announced by Sir Robert has 
been contemplated for a long time by 
the exchequer. After allowances for 
depreciation and the payment of death 
duties by means of war bonds about 
£300,000,000 of obligations will mature 
during 1921 and early in 1922, of which 
£82,000.000 are in the United States 
and Canada. 

During the next five years England 
will have heavy maturing obligations. 
They form the black cloud on the finan- 
cial horizon and the government is anxi- 
ous, so far as possible, to clear away 
this embarrassment. 

AN AFRICAN RESERVE BANK 

The South African Reserve Bank, 
just established under the Currency 
and Banking act of that colony, has a 
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capital of £1,000,000, of which £300,- 
000 has been allotted to banks, the re- 
mainder being issued for public sub- 
scription at par, and no_ stockholder 
other than a subscribing bank and the 
treasury may hold more than £10,000. 
Dividends are limited to ten per cent. 
and surplus profits in certain definite 
proportions go to reserve. When the 
reserve fund is equal to the paid-up 
capital, the net profits, after payment 
of a ten per cent. dividend will go to 
the Government. 
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FRANCE MAINTAINS EXPORT 
MARGIN 


The continuing surplus of exports 
over imports in the foreign trade of 
France, a phenomenon not witnessed in 
many years, excites great interest. In 
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the month of May the total exports 
reached 1,649,000,000 francs, as com- 
pared with 1,565,000,000 imports, and 
for the first five months of 1921 ex- 
ports exceeded imports by 365,000,000 
francs. In the same months of 1920 
imports exceeded exports by 7,894,000,- 
000 francs. 


CREDIT NATIONAL’S FIRST 
STATEMENT 


According to its first annual state- 
ment, the Credit National, which was 
instituted under the auspices of the 
French Government principally to fi- 
nance industrial reconstruction, has ad- 
vanced for this purpose 5,287,477,166 
franes out of an available fund of ap- 
proximately seven billions. This money 
was obtained chiefly by the flotation of 
two bond issues which were absorbed 
by the French public. 

The enlarged activities of the Credit 
National are illustrated by figures from 
its report just received by the Bankers 
Trust Company, of New York, from its 
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French information service, which show 
that within a year its individual ac- 
counts increased in number by over 
251,000. In the first three months 
of its existence, up to March 31, 
1920, the accounts opened with the 
institution numbered 2,451. On April 
1, 1921, the number was 254,000 and 
applications for funds recently have 
reached over 4,000 daily. The number 
of disbursements now exceeds 59,000 
per month. 

In addition to five billions in recon- 
struction advances, the Credit Na- 
tional’s report discloses that approxi- 
mately sixty-three million francs have 
been loaned to industrial or commercial 
firms in the devastated regions. Un- 
der the law the Credit National can 
make on its own responsibility loans for 
periods not longer than ten years or 
less than three years in aid of the de- 
velopment of industrial enterprises es- 
tablished in France and belonging to 
French subjects. 

The institution is authorized to issue 
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bonds on which the interest is paid by 
the state and also bonds on which it 
as a corporation assumes interest pay- 
ment. The large funds, above men- 
tioned. were obtained on bond issues 
guaranteed by the government. 

The Credit National still has avail- 
able for current business more than 
two and one-quarter billion francs, of 
which about 1,850,000,000 francs are 
reserved for financing war damage ac- 
counts and loans. 
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GERMANY AT WORK 


The London representative of the 
Guaranty Trust Company of New York 
has returned from a tour of observa- 
tion in Germany, during which he vis- 
ited Berlin, Essen, Dusseldorf and 
Dortmund and the agricultural districts 
between Berlin and the Dutch-German 
frontier. He reports that Germany, 
despite her handicaps, is thriving. 

“All the way from the Dutch border 
to the German capital was an unending 
panorama of waving grain,’ he says. 
“The German crops are unusually far 
advanced. Both the rye and wheat 
crops are far advanced. While a large 
number of locomotives are in bad order, 
there is considerable railroad recon- 
struction under way, and new canal con- 
struction. Wherever there was a chim- 
ney stack it was belching smoke. Com- 
pared with Holland, there is marked 
absence of cattle and horses, and the 
labor in the fields is being performed 
almost entirely by women. In Berlin 
the hotels are all crowded. The price 
of accommodation in Berlin is about the 
same as at hotels of a corresponding 
class in Paris and Brussels, prices hav- 
ing been raised to cover the deprecia- 
tion in exchange. There is ample sup- 
ply of food of all kinds, and even fresh 
milk is now available for families with 
children. Those without children use 
canned milk. 
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“In the great locomotive shop of the 
Krupp works at Essen heavy locomo- 
tives are turned out complete at a rate 
of one a day. In another shop wag- 
ons are manufactured at a rate of 
eight a day. In still another building 
nearby five-ton lorries were being manu- 
factured alongside of small motor 
scooters. 

“The articles manufactured at the 
Krupp works today cover a surprising- 
ly wide range. They include railway 
supplies of all kinds, cash registers and 
adding machines, surgical instruments, 
doors for safes, Diesel engines, iron and 
steel products of all kinds, machines for 
textile and paper industries, apparatus 
for moving pictures, dredges, floating 
docks, pneumatic tools. The Krupp 
works are also manufacturing machin- 
ery for making artificial teeth. They 
are not only manufacturing the ma- 
chines to make the teeth, but they are 
also manufacturing the teeth. The 
Krupp works are turning out this large 
variety of goods with exactly the same 
workmen who made war munitions. 
Every tool used in the manufacture of 
war munitions is being used to manu- 
facture the articles of peace. Even 
swords are being beaten into candle- 
sticks. 

“At the Germania Shipbuilding plant 
owned by the Krupps in Kiel-Gaarden, 
they are employing more men than be- 
fore the war, about 100,000, compared 
with 86,000 in July, 1914.” 
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THE ITALIAN SITUATION 


The annual report of the Banco di 
Roma gives a short account of the ef- 
fects of the industrial crisis upon par- 
ticular industries in Italy. 

The greatest sufferers are those in- 
dustries which, while feeling like others 
the effects of the general situation and 
the rigors of taxation are also affected 
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by a more rapid increase in the cost of 
production owing to the purchase of 
raw materials, on unfavorable condi- 
tions in respect of price or exchange, or 
to the rapid rise in wages. Among 
these, the automobile industry is the 
most seriously affected. The situation 
is less grave, however, in the other en- 
gineering industries, that of railway 
construction, which is governed by ex- 
ceptional conditions, being entirely un- 
affected. In the metallurgical indus- 
tries also, owing to particular cases, 
there is a material reduction in steel 
production, and in numbers of works 
the supply of raw materials is becom- 
ing exhausted. 

The decreased activity of many un- 
dertakings has naturally restricted the 
use of electric energy, and the electri- 
cal industries are suffering indirectly 
from the general crisis. In Lombardy 
the consumption of current has _ been 
diminished twelve per cent. The rubber 
industry is in a similar position owing 
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to its dependence on other trades, the 
automobile industry in particular, while 
on the export markets it has to contend 
with German competition. In_ the 
chemical industry also competition is 
greatly felt, especially in dyes, in which 
branch it is due mainly to German 
products consigned on reparation ac- 
count and placed on sale at prices lower 
than those quoted on the open market 
by the German trade itself. In the pot- 
tery and glass trade, on the other hand, 
competition from Czecho-Slovakia is 
very keen, goods from that country be- 
ing sold at less than half the prices 
quoted by the Italian trade. The pa- 
per trade has now to meet competition 
both from Germany and Bohemia. 
Notwithstanding the crisis, the un- 
favorable situation is being faced en- 
ergetically. Several symptoms favor- 
able to a satisfactory solution of the ex- 
isting difficulties are discernible. But 
the fact most worthy of notice as con- 
tributing to lessen the costs of produc- 
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tion is the altered aspect of the labor 
question. During the war, owing to the 
urgent necessity—particularly in the 
metal industries—of recruiting veri- 
table legions of operatives, little care 
could be taken to treat the wage ques- 
tion from a purely economic stand- 
point. Today, in view of the crisis and 
the restriction of production, the for- 
mulation of fresh claims by labor is no 
longer economically conceivable. More- 
over, the decrease in labor agitation 
shows forcibly that a saner conception 
of actual economic conditions is gaining 
ground. The increased productivity of 
labor, no longer diverted from its func- 
tions and distracted by endless strug- 
gles, and the deceptive mirage of im- 
possible conquests, together with the 
general improvement in trade and the 
gradual cheapening of raw materials, 
cannot but bring about that reduction 
of costs which is the vital problem to 
be faced by Italian industry at the 
present moment. 
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SITUATION STILL UNCERTAIN 

After an intensive study of the 
Cuban situation a leading executive of 
one of the larger New York financial 
institutions with interests on the island 
has reached the conclusion that the 
worst of the Cuban crisis is over, that 
the turn for the better has come, and 
that the threat existing in the situation 
has been definitely removed. Admit- 
ting that conditions on the island are 
still difficult, he holds that gradual, if 
intermittent, improvement will be ob- 
served from now on. 

This view stands out from the gen- 
eral run of opinions and rumors re- 
garding Cuba in the financial district, 
which are conflicting in the extreme. It 
represents the conclusion of a man who 
is known as something of a student of 
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Latin American affairs and is the most 
positive assertion of an optimistic na- 
ture that has been recently made on the 
subject. 

“We have had no information from 
Cuba which would show that any par- 
ticularly serious events are impending 
there,” said the representative of one 
of the principal banking interests on 
the island. “The banks which we 
feared would fail have failed. There 
may be some further commercial bank- 
ruptcies, but I can see nothing in that 
prospect to get worried about. Every- 
body knows what the situation on the 
island is. Cuba is going through a pe- 
riod of readjustment similar to if more 
violent than what is happening in the 
United States. The wisest course now 
is to allow full rein to natural eco- 
nomic laws and there is no question but 
what the situation will right itself. It 
cannot be accomplished over night and 
there is no particular action which can 
be taken that would hasten it, in my 
opinion. The only policy for the pres- 
ent is to await developments, meeting 
each difficulty as it arises. 

“One reason why the Cuban crisis has 
been so slow in clearing up is the atti- 
tude of the Cuban people. They seem 
satisfied for the most part to lie on 
their backs shouting ‘Help!’ and wait 
for somebody else to pull them up, 
while making no effort to help them- 
selves. There are some things which 
the Government might have done to 
help matters which were not done for 
this reason and for which it is now too 
late, due to the expiration of the mora- 
torium measures. Politics is played to 
the limit and tends to delay action.” 

Whether Cuba will be able to ar- 
range a loan here in response to her 
cries for assistance is doubtful, in the 
opinion of this banker, who feels that 
first the people will have definitely to 
initiate remedial measures on their own 
behalf. He was outspoken in opposi- 
tion to schemes savoring of valoriza- 
tion and also to artificial remedies, 
which would only defer the readjust- 


ment. 


“A good deal of talk is heard that 
the sugar finance commission has work- 
ed to hold prices up,” he said. “As a 
matter of fact it has done nothing of 
the sort, it being recognized that this 
was beyond its power, as Cuba had no 
monopoly of the sugar supply. What 
it has done is to get Cuban sugars un- 
der one control so that they may be 
held for more favorable conditions. 
With the bottom fallen out of sugar 
prices, the effect will be to restrict pro- 
duction next year, and this will mean 
a gradual return to levels where the re- 
turn to the grower will cover the cost 
of production. When that point is 
reached the solution of Cuba’s troubles 
will be in sight.” 


BANK OF ISSUE PLANNED 


Purchase of 600,000 tons of sugar 
and the creation of a bank of issue 
along the lines of the Federal Reserve 
Bank of the United States are means 
by which the Government of Cuba in- 
tends to solve the present financial 
crisis “firmly and quietly, without im- 
pairing in the slightest the sovereignty 
of the republic.” 

This program was announced by 
Jose M. Cortina, secretary of the presi- 
dency and chief of the cabinet, and ap- 
proved by President Zayas. 

While it was admitted that the Gov- 
ernment’s floating indebtedness ex- 
ceeded $30,000,000 and that customs 
receipts had declined thirty-three and 
one-third per cent. during the last two 
months, it was denied that this consti- 
tuted a menace to the Government’s sol- 
vency, since economy measures already 
in effect assured prompt payment with- 
in a reasonable period. 

Senor Cortina added that a loan, if 
one should be floated by the Cuban 
Government, would not necessarily be 
connected with the proposed bank. He 
asserted that such a loan probably 
would be for $40,000,000. 
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South America 











BRITISH BANKER DISCUSSES 
CONDITIONS 


Quite the contrary of American com- 
petition in the development of the mar- 
kets precipitating a trade war in which 
the large exporting countries of Europe 
will strive vigorously to retain their 
supremacy against invasion by the 
United States of a field in which they 
have long dominated, Europe, especial- 
ly England, welcomes American co- 
operation as a factor which must react 
to the benefit of all, says Louis H. 
Kiek, prominent British banker. 

“Enlightened European opinion rec- 
ognizes that of all world nations, today 
the United States, more than any other, 
possesses both the capital and material 
80 necessary to the larger beneficial de- 
velopment of only partially developed 


countries,” said Mr. Kiek. “Anything 
that will add to the world’s earning 
power must react beneficially not only 
to one nation, but to the world at large. 
Hence, rather than rousing antagonism, 
the cooperation of American enter- 
prise as a friendly rival and competitor 
is welcomed by Europe.” 

Mr. Kiek, who is general manager of 
the Anglo-South American Bank, Limi- 
ted, one of the largest and most impor- 
tant of the British export banks, is re- 
turning to England after eleven months 
absence touring South America visiting 
the numerous branches of the bank and 
surveying conditions. He is an author- 
ity on Latin American affairs, and his 
business in the interest of his bank and 
affiliated institutions, the British Bank 
of South America and the Commercial 
Bank of Spanish America, took him to 
Brazil, Uruguay, Argentina, Chile, 
Patagonia, Peru, Ecuador, Colombia, 
Costa Rica and Mexico. 

In all the countries visited by Mr. 
Kiek, he met and conferred with busi- 
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ness leaders and Government officials 
and was enabled to get a clear-cut per- 
spective of the situation. He left Lon- 
don in July, 1920, and is now returning 
after visiting the San Francisco agency 
of the Commercial Bank of Spanish 
America, and a very brief stay in New 
York visiting the agency of the Anglo- 
South American Bank at 49 Broadway. 

Relative to conditions in South Amer- 
ica, he said: “I found in practically all 
countries evidence of the universal 
world crisis prevalent everywhere, in- 
cident to the cessation of the sale of 
their own staple products owing to a 
severe fall in prices and almost com- 
plete stagnation of consumption. ‘This 
accompanied by embarrassment caused 
simultaneously by over import of manu- 
factured goods at high prices soon 
after the armistice, payment for which 
has become difficult, has precipitated a 
critical situation from which the mer- 
chants are having a difficult time in ex- 
tricating themselves. ‘This embarrass- 
ment is due partly to a falling off in the 
export of the natural products of the 
countries, such as coffee, sugar, cocoa, 
and metals, and partly to the unfavor- 
able effects of the heavy depreciation 
of exchange, all of which has brought 
about a severe dislocation approaching 
a virtual trade paralysis.” 

Asked if the peak of the crisis had 
not been passed and the way now clear 
to immediate improvements, Mr. Kiek 
said, “In my opinion the crisis has not 
yet passed. These countries are still 
experiencing great difficulty in financ- 
ing their imports, and owing to the 
great falling off of the import duties 
which form a large proportion of the 
national budgets, many of the govern- 
ments are hardput to balance their bud- 
gets and meet their heavily increasing 
expenditures for governmental pur- 
poses. Before any marked improvement 
can be expected a drastic policy of econ- 
omy both on the part of the govern- 
ments and individuals will have to be 
practiced, especially until the economic 
and political situation in Europe is im- 
proved.” 

Mr. Kiek stated that he had found 
throughout South America much evi- 


dence of United States enterprise. 
Asked as to the attitude of British and 
European interests as to American par- 
ticipation and presence as competitors 
in the development of South America 
which prior to the war was controlled 
from the opposite side of the Atlantic, 
he stated that of recent years the 
United States had undoubtedly dis- 
covered, and was profiting by, the pos- 
sibilities of the growing young repub- 
lics south of the Isthmus and their op- 
portunities for development. 

“Although representing a number of 
British enterprises, I personally have 
always welcomed the cooperation of the 
United States in the development of 
Latin America,’ he said, “especially 
now that the United States is in a bet- 
ter position than any other country to 
supply the capital and materials neces- 
sary to their proper development. 

“T feel too that all enlightened Eu- 
ropean opinion welcomes the coopera- 
tion of American capital and enterprise 
in the development of these countries, 
an enterprise which, if undertaken with 
caution and judgment, and attention to 
conditions prevailing therein in com- 
parison with conditions in Europe and 
the United States, is large and wide 
enough for all. Successful participa- 
tion in this great field, however, re- 
quires intelligent and enlightened enter- 
prise. Any efforts so directed and re- 
sulting in promoting the prosperity of 
these countries and improving and in- 
creasing the earning power of their 
populations, will redound not only to 
the benefit of the United States, but of 
Europe as well. Naturally great care 
and judgment are required, and many 
pitfalls must be avoided. There, as 
elsewhere, indiscriminate granting of 
credit injures those it is intended to 
benefit, as well as those who grant it. 
Here, again, judgment should be exer- 
cised in this important relation.” 

Besides being general manager of the 
Anglo-South American Bank and chair- 
man of the Commercial Bank of Span- 
ish America, Mr. Kiek is a director of 
several important British companies op- 
erating in South America, and has for 
many years been closely identified with 
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South American affairs. During his 
stay in South America he made a jour- 
ney by airplane from Buenos Aires to 
Montevideo and thence to southern 
Brazil to visit branches of the affiliated 
British Bank of South America, cover- 
ing in ten days by that mode of travel, 
ground that by ordinary steamer routes 
and railway would have taken at least 
five weeks. Commercial aviation, he 
stated, had made quite an advance in 
Argentina, where, by virtue of the char- 
acter of the country, admirable condi- 
tions prevailed for the promotion of 
that form of transport. 

Asked as to present-day conditions in 
England and Europe generally, Mr. 
Kiek said, “I imagine you are far bet- 
ter posted on these than I, who have 
been away from there for nearly a year, 
and have been traveling all that time. 
But it must be clear to all that we are 
still suffering from the unrest and grave 
discomforts under which the process of 
after-war readjustment is proceeding 
toward the real peace for which the 


world has for so long been longing. It 
is a fearfully trying and painful pro- 
cess, and it would be foolish to ignore 
it; a perilous travail for the birth of 
a new, and, we all hope and pray, a 
happier world. 

“In these conditions and observing all 
the difficulties under which Europe is 
laboring, and the troublesome, perplex- 
ing problems still to be solved, the care- 
less optimism which disposes of our 
doubts and dangers with pleasant plati- 
tudes is the least helpful, and, indeed, 
the most futile of all remedies. There 
is no room for the easy, airy, all-will- 
be-well-tomorrow attitude. But now, 
more than ever, will cool-headedness, 
courage and confidence be justified, and 
the business community of your great 
country, the men who really count, 
those who direct the destinies of your 
powerful institutions fully know, I ven- 
ture to say, that in frank and cordial 
cooperation between us lies the hope for 
the ultimate guarantee of gradual, per- 
haps slow, but enduring improvement.” 
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EXTEND AMERICAN TRADE 
OPPORTUNITIES IN 
VENEZUELA 


An increase in trade between Vene- 
zuela and this country is looked for as 
a result of the appointment of three 
commercial agents here, announced by 
Dr. Esteban Gil-Borges, Venezuelan 
minister of foreign relations. 

Dr. Gil-Borges came to the United 
States to attend with President Hard- 
ing the unveiling of the statue of 
Simon Bolivar and took occasion while 
here to visit a number of important cities 
and study various industries while in- 
vestigating the possibility of strength- 
ening American-Venezuelan commercial 
relations. 

Dr. Guillermo Todd will act as 
Venezuela’s commercial agent in New 
York and Dr. E. Arroyo Lameda in 
Boston, while the name of the occupant 
of the post in Chicago will be an- 
nounced shortly. 

“These agents are in addition to our 
regular consular service in the leading 
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cities,’ Dr. Gil-Borges explained in 
making the announcement. “They will 
work under the newly created bureau 
of commercial policy of my department 
and will assist in developing trade be- 
tween this nation and our own. Only a 
beginning has been made in utilizing the 
enormous natural resources of Vene- 
zuela, its oil, rubber, hides, sugar, 
cacao, copper, etc. 

“Our commercial representatives will 
seek outlets for these and other prod- 
ucts in your country and will also en- 
deavor to interest your exporters in cul- 
tivating the Venezuelan market. Ameri- 
can investors anxious to avail them- 
selves of the opportunities afforded by 
Venezuela today will also be able to ob- 
tain valuable data from these agents. 

“Everything today points to in- 
creased commerce between the two 
countries. Industrialism has been far 
advanced in the United States for many 
years, but during the war you were 
compelled greatly to expand your manu- 
facturing facilities with the result that 
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they can now produce more fabricated 
articles than you can consume and that 
they can use more raw materials than 
can come from your own country. Your 
industries must go elsewhere for part 
of their raw materials; a goodly per- 
centage of their products must be sold 
in foreign markets if the country is to 
be prosperous. Venezuela is anxious to 
supply you with raw materials and to 
buy from you finished products, as our 
own industries are not fully developed 
—indeed, we have only begun to utilize 
the vast natural resources of our land. 

“Nor is the exchange situation a bar 
to trade. The bolivar is at a slight dis- 
count as compared with the dollar, but 
it is stronger than the pound, franc, 
lira or practically any other monetary 
unit. Indeed, it would not be surpris- 


ing if the advantage which the dollar 
now holds were to swing in our direc- 
tion when our big exports of coffee and 
other products begin to make their in- 
fluence felt. 








Far East 











JAPAN’S FOREIGN TRADE 


Japan’s foreign trade for the first 
three months of 1921 showed a total 
shrinkage of Yen 743,598,000 from the 
amount for the first quarter of 1920, 
according to a report of the department 
of agriculture and commerce of Japan. 
Part of this decline amounting to $375,- 
000,000 is, however, accounted for by 
the decline of export prices. 

The total value of Japan’s foreign 
trade between January and March of 
1921 was Yen 603,564,000—exports 
amounting to Yen 245,531,000 and im- 
ports to Yen 358,033,000. The excess 
of imports, therefore, is Yen 112,502,- 
000. Compared with the business be- 
ing done by Japan in the correspond- 
ing period of 1920, it represents a de- 
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Fifteen million persons use the Portuguese 
language as a means of commercial inter- 
course. Every country where Portuguese 
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crease of practically Yen 300,000,000 
in exports and close to Yen 500,000,000 
in imports. 

Only two of the twenty-eight prin- 
cipal products entering into Japan’s 
export trade, the Yokohama Chamber 
of Commerce Journal points out, 
showed a gain. These are copper 
(Yen 890,000) and beer (Yen 440,- 
000.) Only five of the twenty-eight 
principal products imported into Japan 
showed increases. These were machin- 
ery, woolen fabrics, india rubber, lead 
and iron pigs. 


BANQUE INDUSTRIELLE DE 
CHINE 

Hope has been expressed that the 
Banque Industrielle de Chine, which 
ceased operations June 30, may yet be 
reopened. A strong movement is afoot 
in France to avoid the loss of French 
prestige in China by saving the bank. 
The institution has been regarded as 
one of the corner stones of French in- 
fluence in the Orient. 


284 


The French newspaper, La Liberte, 
pretty well expressed the French view- 
point with regard to the importance of 
the bank to French aspirations in the 
Far East with the following comment: 

“The event has particular importance 
considering the bank’s influence. It 
means to abandon the great public 
works in Pekin which would have made 
the Chinese capital city a city of French 
influence; abandon the works in_ the 
harbor of Piellow, destined to become 
a great port of the Yang-tse River. the 
junction of the brief railroads of 
Northern China; abandon the railroads 
of Setchouen, an immense network to 
be stretched around North Indo-China 
and creating a zone of French influence 
on the boundaries of the latter; also 
abandon the rights to priority on rev- 
enues of tobacco, alcohol, the stamp and 
registration taxes—that is to say, all 
the Chinese revenues which would be- 
come the keystone of Chinese credit in 
the future and the collateral for all her 
industrial loans. The organization of 
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these revenues would naturally involve 
vast administrations wherein the lan- 
guage used would be that of the French 
concessionaires. In China commercial 
opportunities follow the language. The 
bank disaster in France means that the 
position of Frenchmen there will be in- 
ferior to that of the Japanese, English, 
Americans and Germans, who will take 
what we let fall and benefit by our 
failure.” 





Philippine Islands 











THE PHILIPPINE CRISIS 


According to a dispatch to the New 
York Times, unless speedy Congres- 
sional aid is forthcoming the Philip- 
pine Government must go into bank- 
ruptey. This situation is due princi- 
pally to the troubles of the Philippine 
National Bank. 

The insular Government until recent- 





ly had on deposit with the National 
Bank about 70,000,000 pesos in cash. 
Besides, it had in 1918 and 1919 a 
gold reserve fund of $41,000,000 in the 
United States in accordance with law, 
which it used to maintain the pesos at 
par of two for one with the gold dol- 
lar. During Governor General Harri- 
son’s administration this gold reserve 
was placed to the credit of the National 
Bank’s New York branch, which sold 
exchange against it and thus_ trans- 
ferred the money to Manila, which lent 
it out and cannot now liquidate the 
loans. 

A few weeks ago the Government’s 
deposit in the National Bank was re- 
duced on paper to 50,000,000 pesos, 
when about 20,000,000 pesos were put 
into National Bank stock, the paid up 
capitalization of the institution being 
increased by that amount. While this 
still leaves 50,000,000 pesos in cash to 
the Philippine Government’s credit on 
the books of the bank, its cash reserve 
is below the twenty per cent. of de- 
posits required by law. 

It is claimed that the bank’s assets, 
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comprising outstanding loans and bills 
receivable, more than cover the Gov- 
ernment’s cash deposits, but the collec- 
tion of this money is out of the ques- 
tion now. The provinces outside Manila 
have 11,000,000 pesos deposited in the 
bank. 

The Government has now reached a 
point where it must have more cash to 
carry on properly, at reduced revenues, 
owing to the stagnation of imports and 
curtailed local business, have made an 
imperative call upon the cash balance 
in the bank, but the Government re- 
frains from taking this cash, because it 
knows the bank lacks money. Unless 
further funds are forthcoming, the Gov- 
ernment will be seriously embarrassed 
in its operations, even though wholesale 
economies are being effected. 

On the other hand, the national bank 
must have money to carry out its obli- 
gations and finance the country’s busi- 
ness and industry. Private banks are 
not in a position to extend further aid. 
They have done everything possible, 
and their capital is already tied up in 
commercial loans, for which there is 
little prospect of early liquidation. 

So precarious is the general state of 
business that unless the national bank 
immediately comes to the assistance of 
important business and industrial enter- 
prises, a panic owing to wholesale fail- 
ures may result. Some incidents of this 
result would be the taking over of im- 
portant local enterprises by foreign in- 
terests. This is why the Philippine 
Government is asking Congress to in- 
crease the present indebtedness limit of 
$15,000,000 gold to $55,000,000 or 
$60,000,000. 


FIGURES ON TRADE 


The foreign trade of the Philippine 
Islands in 1920 was nearly ten times 
that of 1899, the year the customs were 
taken over by the American Govern- 
ment, according to statistics issued by 
the Philippine Government Commercial 
Agency. 

In 1920 it was $300,562,130, about 
$30 per capita; in 1899 it was $34,- 
039,568, about $4 per capita. 


The gross customs receipts in 1899 
were $3,106,380. In 1920 they were 
$8,878,932.50 In 1899 the cost of col- 
lection was one-half cent a dollar; in 
1920 it was 414 cents. The import 
duties in 1920 were $7,245,093.28, as 
against $5,767,614.82 in 1919. As 
goods imported from the United States 
are not dutiable these figures indicate 
increasing imports from other foreign 
countries. 
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AUSTRIAN IMPROVEMENT 
FORECAST 


The delegates of the League of Na- 
tions have drawn up a program for the 
economic rejuvenation of Austria 
grounded on the belief that Austria is 
capable of an independent existence. A 
recent monthly report of the Anglo- 
Austrian Bank comments as follows: 

“Assistance in the form of credits is 
to be given to Austria until such time 
as she shall again have found her eco- 
nomic balance in all quarters—in pri- 
vate undertakings and in the budgets 
of the state, the provinces and the muni- 
cipalities. The opinion is that credit 
assistance will be needed for at least 
two years to enable the country to right 
the present unstable state of affairs. It 
is not possible for anyone with cer- 
tainty to fix the point where this goal 
will be reached. This applies above all 
to the exchange situation. 

“Under certain circumstances nothing 
could do more harm to Austria’s effort 
at recovery than a precipitate raising 
of the crown exchange. Because of ru- 
mors that the Austrian Government had 
bound itself by agreement to hinder the 
rise of crown exchange above a certain 
level by effecting a permanent deprecia- 
tion of the currency, the Government 
issued a vigorous denial. The assur- 
ance of the Government that no such 
measures are contemplated may be 
credited. 

“The large reserves put aside from 
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the profits made in 1920 have had a 
beneficial effect on the Viennese banks, 
enabling them practically to break with 
the past. After the collapse of the 
Empire these banks were threatened 
with heavy losses and had things gone 
according to the desire of some of their 
opponents, their existence would have 
been directly menaced. The large 
profits which have been earned for two 
years and the satisfactory development 
of the large resources which the banks 
have at their disposal, together with the 
payment of only moderate dividends, 
have permitted the establishment of re- 
serves for the meeting of liabilities en- 
‘ered into during and before the war. 

arrangements now being made by 

Laenderbank as well as by our own 
ins itution with regard to English lia- 
bil:ties incurred on behalf of clients are 
‘reat importance in this connection 
as is also the impending settlement of 
the debts owing to France. It will be 
rea! iy admitted that this strengthening 


oO! 


of the Vienna banks is a most hopeful 
factor in Austrian economic conditions.” 


RUMANIA FACES BIG DEBT 


Greater Rumania is confronted by 
the unpleasant task of providing about 
20,000,000,000 lei early next year for 
the redemption of debts falling due. 
Creditors of the state are to be found 
in almost all the large countries. 

The minister of finance in a state- 
ment issued recently declares that the 
entire debt amounts to 27,310,000,000 
lei, of which two-thirds are due within 
a vear. The real debt, however, is much 
larger because the minister has con- 
veniently selected the prewar values for 
transforming foreign moneys into the 
Rumanian equivalent. Thus, for in- 
stance, he figures the pound sterling at 
25.22 lei, while the actual quotation in 
London is now 220. The minister of 
finance says further that Russia owes 
Rumania 15,200,000,000 lei, which debi 
is guaranteed by the Entente, and that 
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Rumania expects to receive 1,000,000,- 
000 marks from Germany as its share 
in the reparations payments. 

When the Germans invaded Ru- 
mania in 1916 the Rumanian Govern- 
ment destroyed the petroleum wells and 
pumping machinery as a war measure 
demanded by the army leaders of the 
Allies. The latter have acknowledged 
their responsibility for reimbursing the 
owners, but so far nothing has been 
done and not even a survey of the dam- 
age has been made. The minister of 
finance says he is endeavoring to bring 
this matter to the attention of the En- 
tente Powers. He announces some new 
taxes, as the budget shows a deficit. 





Scandinavia 








DANISH EXPORTS FOR 1920 
DOUBLED 1919 TOTAL 


The New York Trust Company’s 
Scandinavian representative reports that 
statistics covering Danish exports and 
imports for 1920, which are now avail- 
able, show an improvement of kr. 280,- 
000,000 in the trade balance, as com- 
pared with 1919. The imports, which 
in 1919 amounted to kr. 2,394,000,000, 
rose in valuation to kr. 2,949,000.000 in 
1920. Exports for 1920, however, were 
more than double those of 1919, the 
totals for the two years, respectively, 
being kr. 1,575,000,000 and kr. 740,- 
000,000. 

The gain in export trade was attrib- 
uted chiefly to increased output of agri- 
cultural products. Although the total 
value of imports has risen, an examina- 
tion of details shows a favorable trend 
as compared with returns for 1919, 
since there were greater imports of raw 
and auxiliary materials and declines in 
receipts of food and similar products 
from foreign countries. 

Denmark’s imports from the United 
States in 1920 amounted to $85,074.- 
149, as compared with $163,957,478 in 
1919 while exports to this country rose 


from $6,201,750 in 1919 to $20,573,- 
746 last year. 

Manufacturers in Denmark, as in 
some other countries, have asked for aid 
in the form of protective tariffs. The 
Government, however, has declined to 
grant these appeals, but has bent its 
energies toward developing new chan- 
nels of foreign trade. A small loan has 
been granted to Finland, which has 
been facing severe economic depression, 
and negotiations with Czecho-Slovakia 
have been followed by the founding of a 
Czecho-Slovak Chamber of Commerce 
in Copenhagen to promote trade rela- 
tions betwen the two countries. 


BONDERNES BANK, CHRIS- 
TIANIA, NORWAY 


Bondernes Bank, Christiania, Nor- 
way, was established in the summer of 
1918, with a fully paid up capital of 
kr. 10,500,000, divided into 21,000 
shares of kr. 500 each, which are per- 
sonal, and further with a guaranteed 
capital of kr. 5,000,000, divided into 
5,000 guarantees of kr. 1,000, each, is- 
sued by Norwegian cooperative asso- 
ciations and savings banks. The paid- 
up shares and guarantees referred to 
are equally responsible for the engage- 
ments of the bank. 

Its purpose is to finance the great 
cooperative associations, to serve as a 
central institution for most of the Nor- 
wegian savings banks and to be the 
Farmers Bank, i. e. the bank of the 
agriculturists and their various organi- 
zations. 

Mr. Medboe, managing director, was 
the originator of A-S Revisionsbanken, 
Christiania, whose managing director 
he had been from the start. Bondernes 
Bank opened its office at Christiania late 
in the autumn of 1918 and has since 
started, in the early part of 1919, 
branch offices at Stavanger and Trond- 
hjem. It is further contemplated to 
open up similarly, and with as little de- 
lay as possible, at Christianssand S.. 
Bergen, Aalesund and Molde and on¢ 
of the towns in the north of Norway. 

The foundation of Bondernes Bank 
was laid by the Cooperative Associa 
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tion of Norwegian Farmers, at Chris- 
tiania, which, until Bondernes Bank 
was started in 1918, conducted a bank- 
ing department. 

The purpose of the Cooperative As- 
sociation of Norwegian Farmers is to 
supply the purchasing unions with such 
goods as the annual meeting decides to 
be distributed through the associations 
and, which at present, comprise the fol- 


lowing articles: Concentrated cattle 
foods, fertilizers, household flour, 
secds, fencing and framework articles, 
farmers’ implements and machines, 
petrol, benzine and cement. 

The purchasing unions and_ their 
members have bound themselves to 


cover their requirements of these arti- 
hrough the association. 

liondernes Bank is receiving from 
the ogricultural associations and unions 


cles 


all | \cir letters of credit, such pur- 
cha already involving more than 


100: 10,000 kr. a year. In keeping with 
the tending activities and closer co- 
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operation of the various agricultural as- 
sociations and unions in Norway, the 
business of their “Central Purchasing 
Institution” is bound to increase con- 


siderably, and it is expected that 
Bondernes Bank before very long will 
finance imports to the value of several 
hundred million kroner. 

It is fair to assume that the bank 
will receive continuously growing sup- 
port and business from the Associations 
vf Norwegian Forest Owners, as many 
are members also of agricultural asso- 
ciations. The organization of the fish- 
ing industry in Norway also seems in- 
clined to cooperate with. and thoroughly 
support Bondernes Bank. 

Already more than 200 of the rural 
savings banks in Norway have closely 
associated themselves with Bondernes 
Bank which is acting as their central in- 
stitution, and the number of such sav- 
ings banks will undoubtedly be gradu- 
ally and steadily increasing. 

Since Bondernes Bank 


was estab- 
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lished it has already assisted in, or it- 
self arranged, loans to several corpora- 
tions and county councils. Although 
the state of the international money 
market at present does not offer in- 
ducement to float such loans abroad, 
Bondernes Bank, it is reasonably pre- 
sumed, would be in an excellent posi- 
tion to cooperate, whenever altered con- 
ditions make it possible to open nego- 
tiations in that direction. 





Spain 











THE DECLINE OF THE PESETA 


The decline in the value of the pe- 
seta is due to a number of causes, ac- 
cording to the Manchester Guardian. 
During the war the Government bor- 
rowed at four per cent. and permitted 
the Bank of Spain to fix the bank rate 
at the same figure. With the exchange 
in favor of the peseta during that pe- 
riod and the great demand for capital 
abroad, investors could get a much 
higher interest rate by investing in for- 
eign securities, and a large amount of 
capital left the country. 

The prosperity of Spanish commerce 
and industries during the war resulted 
in the accumulation of large profits. 
These, for the most part, were not 
spent in the extension of plant facili- 
ties, but were used for speculation in 
foreign exchanges and commodities, 
some of the banks even engaging in 
these activities at the expense of com- 
mercial credit at home. Part of these 
profits was spent on luxury goods, im- 
ported from abroad in ever increasing 
quantity in the two years since the 
armistice. Largely as the result of 
these changes, the balance of trade for 
1920 was unfavorable to Spain to the 
tune of about 400 million pesetas, as 
compared with a favorable balance of 
417 millions in 1919. 

the Royal decree of October last au- 
thorizing the Bank of Spain to increase 
the note issue to 5,000 million pesetas 
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may have had some adverse effect on 
the exchange rate, but it does not seem 
likely that this can have been a very 
important contributory cause. Even 
with this inflation of the currency the 
gold reserve in the bank bears a ratio 
of 58.6 per cent. to the paper outstand- 
ing, in comparison with 28.1 per cent. 
before the war. The actual ratio of 
gold and silver in the bank’s vaults to 
notes issued stands at the high figure 
of 71.6 per cent. 

Several authorities, including a for- 
mer premier and minister of finance, 
have pointed out that the Bank of 
Spain has not made use of these great 
reserves, amounting to some 2,500 mil- 
lion pesetas in gold and nearly 600 mil- 
lions in silver to give proper support 
to business enterprises and to other 
banks. Nor has it pursued the vigor- 
ous policy necessary to tide the com- 
mercial and industrial concerns over the 
period of depression, preferring, ap- 
parently to maintain a very conserva- 
tive position. 

When to all these factors in the situ- 
ation are added the general depression 
and uncertainty as to the future of 
Spanish industry and commerce and the 
menace of syndicalism and agricultural 
unrest, the causes for the fall in ex- 
change are reasonably clear. The drop, 
however, is not appreciable when com- 
pared with the exchange rate in other 
European countries. With the great 
natural resources of the country and the 
impetus which the war gave to the 
spirit of development, the outlook 
should improve as the world returns to 
normal, 


a 


International Banking Notes 


The report of the directors of the West- 
ern Australian Bank, Perth, Western Aus- 
tralia, for the half-year ending March 28, 
1921, showed net profits, after providing for 
bad and doubtful debts, interest, rebates, 
expenses, etc., of £32,806 19s. 3d.; balance 
from previous half-year, £20,562 3s.; total, 
£53,369 2s. 3d. From this was paid a divi- 
dend of £1 a share, free of dividend duty, 
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amounting to £25,000. There was carried 
forward £28,369 2s. 3d. 

The resignation after thirty-one years of 
association with the bank, of H. D. Holmes, 
general manager, was accepted. He was 
made a member of the directorate. R. L. 
Herbert was appointed to succeed him as 
general manager. 


‘O) 


The Banco di Roma, through Rodolfo 
Bolla, its American representative, has in- 
augurated a monthly’ bulletin service 
which deals with current events in Italy of 
interest to American business men, manu- 
facturers, exporters and importers, as well 
as covering political and economic affairs 
of general interest. 

© 

The Bank of Canton, Ltd., and the Mer- 
chants Bank, both with headquarters in 
Hong Kong, are to open branches in New 
York in the near future, according to the 
China Trade Bureau. 


© 
Deposits of the nine principal banks in 
Poland are stated to have risen from 1,666,- 
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Paris; Comptoir Nat’! d’Escompte 

Australia: Bank of New South Wales 

Shanghai: Bank of Canton, Ltd. 

Chicago: Continental & Commercial Nat’! 
Bank 


Japan: Yokohama specie Bank, Ltd., Bank | | 


of Taiwan, Ltd., and Sumitome Bank, 
| 


000,000 marks at the end of 1919 to 6,256,- 
000,000 at the end of 1920. It is added, how- 
ever, that even this inflation of deposits is 
not in proportion to the increase of prices; 
the expansion of deposits having been four- 
fold during the year, whereas prices in- 
creased tenfold. 


© 


The Commercial Bank of Spanish Amer- 
ica, Ltd., of New York city, advises the 
opening of a branch at Cartagena, Colom- 
bia. The same bank has-branches also at 
Barranquilla, Santa Marta, Bogota and 
Medellin and agents in the other principal 
towns of Columbia. 


© 


J. G. van Breda Kolff has been made rep- 
resentative for the United States for the 
Rotterdamsche Bankvereeniging. His of- 
fices are at 14 Wall street, New York City. 


‘O) 


The chairman’s report at the recent an- 
nual meeting of the National Bank of 
Greece at Athens, in denying that the cur- 
rency of Greece was unduly _ inflated, 
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pointed out that according to his reckoning 
the per capita circulation of Greece, meas- 
ured in drachmas or francs, was 302.70 as 
against 253.28 in the United States, 283.25 
in England, 801.83 in Belgium, 808.46 in 
Rumania, 910.50 in France and 1938.54 in 
Germany. 


© 


The New York agent of the National 
Bank of South Africa, Ltd., reports having 
received the following cable from Pretoria: 

The annual meeting of shareholders of 
the National Bank of South Africa was held 
at Pretoria on June 29, the chairman of 
the board of directors, the Hon. Hugh 
Crawford, presiding. 

In his speech Mr. Crawford reviewed the 
balance sheet figures as at March 31, 1921, 
which showed: 

Pounds 


2,965,000 
- 1,250,000 
48,045,800 
«--- 4,526,000 
- 12,440,000 
3,756,769 


Paid-up capital 
Reserve 
Deposits 
Notes in circulation.. 
Total cash assets ..... 
ivestments 
All gilt-edged written down to or 
below market quotations) 
s of exchange 
uid assets 
3 discounted, 


8,982,300 
25,179,500 
cancsoscemsecenece 33,332,000 


rhe net available profits, after allocating 


loans, etc. 





£50,000 to reduction of bank premises, and 
making full provision for all bad and doubt- 
ful debts, amounted to £338,881. 

The board recommended a dividend of 
eight per cent. absorbing with the dividend 
already paid £237,200. They, also, recom- 
mended an allocation of £60,000 to officers’ 
pension fund and £50,000 to reserve fund, 
making the latter £1,300,000. The capital 
and surplus fund of the bank now amounts 
to £4,265,000. ‘The amount of profit car- 
ried forward was £34,881. 

All the above recommendations 
adopted by the general meeting. 

The chairman in his speech made a sur- 
vey of the mining industry farming and 
commerce of the country and he expressed 
the opinion that the existing depression in 
South Africa would prove to be temporary 
and the country’s wonderful power of re- 
cuperation would prevail. 

He referred to the recent legislation 
affecting banks and the establishment of the 
South African Bank, also, to recent arbitra- 
tion relative to staff matters. 


© 


were 


Rodolfo Bolla, American representative of 
the Banco di Roma, at 1 Wall street, New 
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York, is in receipt of advice from his head 
office in Rome to the effect that a vast 
program for the commercial and maritime 
development of the northeastern part of 
Italy is being put into effect. 

One of the principal features of the pro- 
gram will be the enlargement of the present 
port facilities of the city of Venice and the 
creation of a new harbor which when com- 
plete will be again as large as the present 
harbor. It is estimated that it will take 
five years to complete these port facilities 
and improvements, the total cost of which 
will run into hundreds of millions of lires. 

Another impressive feature of the indus- 
trial enterprises to be developed in con- 
nection with the harbor and port facilities is 
the construction of an immense hydro-elec- 
tric plant at “Santa Croce,” the construc- 
tion of which will include the harnessing of 
a great part of the waters of the Piave 
River. ‘This hydro-electric plant will take 
its place among the largest of its kind in 
the world, ranking with the immense hydro- 
electric plant at Niagara Falls 

According to the same advices, the Ital- 
ian authorities have completed the installa- 
tion and put in operation wireless telegraph 
service between Rome and other cities of 
Italy, and the Italian colonies along the 
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Red Sea and the Indian Ocean, with the ob- 
ject of furthering commercial relations and 
facilitating the development of business with 
the respective countries. 

The installation of wireless telegraphy in 
connection with Sardinia is rapidly ap- 
proaching completion and is expected to be 
put into operation soon. 

Successful experiments have 
ducted with wireless telephone 
Marsala and Pantelleria, and in the 
future wireless telephone service will be in- 
stalled between these and other points in 
Italian territory. 

It is further reported that the vast chemi- 
cal and dye stuff establishments constructed 
in Italy during the war and since further 
enlarged and increased in number have now 
reached the stage of production where they 
can adequately supply the requirements of 
the Italian textile and other industries. 

Special attention has been given by Ital- 
ian industrial and chemical engineers to the 
production of benzol, toluyl, coal tar, and 
kindred products, thereby rendering Italian 
industry independent of foreign producers 
and taking another sound step towards the 
reestablishment of Italy’s international trade 
balance. 


been con- 
between 


near 





A New Cash Register for Small 
Merchants 


NNOUNCEMENT  has_ been 
made by the National Cash 
Register Company, that a new 
cash register designed to fill a long left 
of thousands of merchants, has 
been placed on the market. The new 
machine, which is called the Class 
1100. is a low-priced, high-grade reg- 
ister that issues a receipt with every 
transaction. 

In the past many merchants who 
were starting in business, while realiz- 
ing the great value of receipt printing 
cash registers, felt that they could not 
afford machines of that type because of 
their higher price. To fill the needs 


want 


of these merchants, the National Cash 
Register Company determined to put a 
receipt printing register on the market 
at a price that would be within the 
reach of every one. 

The company’s corps of inventors set 


to work, a model was built, and given 
severe tests to make sure that it was 
up to the high standard set by other 
registers manufactured by the com- 
pany. Then the register was placed 
in actual operation in stores, and met 
every requirement with success. 

The new register is built in several 
different models, adapted for use in 
varied lines of business. At each op- 
eration of the register, a receipt is 
printed and issued. This receipt shows 
the merehant’s name and address, the 
amount and number of the transaction, 
and the date. 

The receipt is plainly printed, and 

a splendid advertisement for the 

rchant and his business. It assures 

square deal to every one concerned 

a!l transactions, making satisfied cus- 
tomers, and thereby increasing trade 
and profits. 

le receipt guarantees an accurate 
printed record of every transaction be- 
tween clerk and customer. When a 
cus'omer gets the receipt, with the 
amovnt in printed figures, the figures 
mus! be correct, or the customer will 
obj:«'. In this manner the customers 


are protected from overcharges and 
mistakes in change, and the clerks are 
able to prove their accuracy and ability 
as salesmen. Correct records are en- 
forced which cannot be lost or de- 
stroyed. 

Another feature of the receipt is that 
it prevents the return of goods pur- 
chased at other stores. ‘The sale num- 
ber enables the merchant to tell at 
about what time the transaction was 
made. The receipt is also a great pro- 
tection when children or servants come 
to the store to make purchases. 

The new register has other valuable 
features that are to be found in all high- 
grade registers. When money is reg- 
istered on the Class 1100 machine, the 
amount is immediately shown on the in- 
dication at the top of the register. A 
bell also rings each time the register is 
operated. These two features give pub- 
licity to every transaction, enforce rec- 
ords, and remove temptation by making 
every one in sight of the register an in- 
spector of the sale. 

At the same time, the register prints 
on a paper roll, called the detail-strip, 
a permanent record of every sale in the 
order in which it occurs. This gives 
the merchant a history of the day’s 
business—a permanent record of every- 
thing that happens in his store. 

Adding wheels within the register 
show the amount of money that has 
been taken in. These figures are under 
lock and key, available only to the 
proprietor, and can be reset at the end 
of the day, week, or month, as the mer- 
chant desires. 

Key arrangements of the machines 
vary to suit the needs of different lines 
of business. The number of “No Sale,” 
“Paid Out,” “Charge,” and “Received 
on Account” transactions are recorded, 
together with the total number of all 
transactions made. These are valuable 
records for all merchants to have. 

Printed and added records in the 
register show the merchant how much 
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money should be in the cash drawer, 
before the contents are counted. In 
addition, the drawer offers a safe place 
for the merchant to keep his money 
during the day, as nothing can be re- 
moved without his knowing it. The 
cash drawer has large compartments 
for coins and bills. 

It has long been recognized in the 
world of business that the receipt is 
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one of the fundamentals for business 
success. With the addition of the new 
registers, the National Cash Register 
Company is able to offer a _ receipt 
printing register suitable for every line 
of business. This is expected to revo- 
lutionize business methods for mer- 
chants of the country who heretofore 
have not had the advantages of receipt 
printing registers. 


ay 


Present Conditions in Mexico 


years Mexican representative of 

the Equitable ‘Trust Company of 
New York, prior to that having been 
American Consul in Mexico from 1910 
to 1917 with a total residence in Mex- 
ico of sixteen years, makes the follow- 
ing statement: 


| ge B. GLENN, for the past five 


“Despite the more active business re- 
lations and movements of traffic, both 
commodity and passenger, now existing 
between the United States and Mexico 
I still find many erroneous ideas and 
misinformation prevalent in the United 
States regarding conditions in Mexico. 
General conditions in that country have 
mended to such an extent that it can 
be safely said that the situation is more 
favorable now than at any time since 
1910; indeed, an almost daily improve- 
ment can be noted by one in a position 
to study the country’s agricultural, in- 
dustrial and financial conditions. 

“Mexico at the present time, is a 
country without internal strife. ‘There 
are no armed factions in the field, as 
many Americans suppose, and the pres- 
ent Government is, so far as I can ob- 
serve, strongly entrenched. The fact 
is, that the entire population is sur- 
feited with war and anxious and will- 
ing to engage in peaceful pursuits. The 
confidence with which the more substan- 
tial interests in Mexico view the pres- 
ent Government is reflected in a clarifi- 
cation and improvement of general busi- 
ness conditions. The commercial firms 
of Mexico City, for instance, have all 


experienced good business during the 
past three years; for example, among 
the more important firms of the city 
only two failures have been recorded. 
“Train schedules which, until recent- 
ly, were an unknown quantity, are now 
in force and trains are running regular- 
ly from Mexico City to St. Louis and 
New Orleans. Some difficulties have 


been experienced during the past few 


months in the movement of large ship- 
ments of merchandise from Mexican 
ports and border points inland, due, 
mainly, to congestion arising from lack 
of sufficient rolling stock, and to strikes. 
These conditions, however, are now 
very much better and will be still fur- 
ther improved by the receipt of a large 
number of cars and locomotives, orders 
for which have been placed with manu- 
facturers of railway equipment. 

“A number of important trade ex- 
cursions from the United States have 
recently visited Mexico City and other 
industrial and business centers of the 
Republic with the result that the visit- 
ing business men have been greatly sur- 
prised with the conditions as seen at 
first hand and have consequently estab- 
lished satisfactory and profitable busi- 
ness relations. Foreigners residing in 
Mexico are given adequate protection 
both as regards life and property. 

“As far as my observation goes—and 
I may add that I know President Obre- 
gon intimately, as well as the members 
of his cabinet—the President commands 
the confidence and respect of his people 
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and, together with his cabinet, is ap- 
parently very friendly to the United 
States and is doing all in his power to 
increase the business relations between 
the two countries. They recognize fully 
that the proximity of the two countries 
is a great asset in the development of 
trade; convenient shipping facilities 
give the Mexican merchant a decided 
advantage in cost and time of delivery 
in dealing with the United States as 
against dealings with foreign countries. 

“They are also taking up with zeal 
the many and serious internal problems 
arising from the years of internecine 
warfare. For instance, Mr. de la 
Huerta, the minister of finance, who de- 
spite reports to the contrary, I believe 
from my own observations is working in 
hearty sympathy with President Obre- 
gon, is devoting a great deal of time and 
effort to better the working conditions 
of the laboring classes in Mexico. Suf- 
ering among the laboring people has 
always been acute since the days of the 
Spanish Conquest. Even today, with 
the high wage scale prevalent through- 
out the world, the laborers on many 
Mexican plantations are receiving wages 
of only twelve and one-half cents per 
day. These conditions, of course, must 
be radically changed. The problems of 
transportation, education, etc., are also 
occupying their closest attention. 

“The present Government is now pre- 
paring to make initial payments upon 
its foreign debt; it is the general ex- 
pectation in leading circles in Mexico 
that all foreign obligations will eventu- 
ally be paid off to the complete satis- 
faction of their holders. Also, as re- 
gards the much discussed Article 27 of 
the new Mexican Constitution, from 
what I have seen and heard, I am con- 
fident that it is not the intention of the 
present Government that this article 
be retroactive. 

As regards the signing of a treaty 
with the United States, whereby the 
President of Mexico agrees to carry out 
cerlain requirements (which treaty must 
be published and thereafter followed by 
recognition by the United States) I am 
convinced that President Obregon 
Wises and intends to carry out every 
pr ision of the treaty under discus- 


sion; in fact, he has openly made this 
statement not only in the papers of 
Mexico but in the United States as well, 
which naturally, obligates him morally 
to comply, and this feeling of obliga- 
tion is shared by everyone of importance 
in Mexico. President Obregon, how- 
ever, cannot sign any treaty without the 
consent of Congress and the Mexican 
Congress feels that it would be a humili- 





JOHN B. GLENN 


Mr. Glenn is the Mexican Representative of the 
Equitable Trust Company of New York. He served as 
American Consul in Mexico from 1910 to 1917 and is an 
authority on Mexican affairs, having resided in various 
parts of Mexico for the major part of the past sixteen 
years. 


ation to them to reverse the usual in- 
ternational procedure and sign a treaty 
before recognition is given. The party 
in power firmly believes that by so do- 
ing they would lose popularity among 
the voters and the opposition would 
come into control. While, of course, I 
personally cannot enter into any dis- 
cussion of this sort, I simply state the 
feelings and views in Mexico on this 
point, as I have observed them. 

“In giving consideration to all Mex- 
ican affairs, it is necessary for Ameri- 
cans to recall at all times that the 
psychology of the Mexican people is 
much different from their own and it is 
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this which has made difficult a final, sat- 
isfactory arrangement between the two 
governments. I firmly believe, however, 
that such an understanding will come 
within the near future because of the 
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very sincere desire on the part of all 
intelligent and patriotic Mexican citi- 
zens that the two countries shall exist 
side by side under the conditions of a 
most amicable relationship.” 


au 


Keep Politics Out of the Federal Reserve System 


[From The Acceptance Bulletin] 


‘THE RE has been introduced in Con- 

gress a bill which proposes to 
place the Secretary of Agriculture on 
the Federal Reserve Board. Should 
this pass, it would undoubtedly be re- 
garded as a_ successful attempt to 
strengthen the political influence on the 
board. 

The Federal Reserve Act has been of 
greater benefit to the country than any 
other legislative measure undertaken by 
Congress for a generation. If it had 
not been for the Federal Reserve sys- 
tem the farmers and manufacturers, and 
the bankers for that matter, would have 
been decimated by a panic which, it is 
safe to say, would have been worse than 
any that we have had before. As it is, 
no violent disturbances have taken 
place, and the country went through the 
most critical period without a financial 
eruption of any kind. If any criticism 
could be directed at the Federal Re- 
serve Board, it would only be that it 
may not have acted soon enough in at- 
tempting to arrest the inflation of the 
medium of circulation, bank deposits 
and loans. If prices had not risen to 
the dizzy heights to which they were 
permitted to go, the fall would now be 
less extreme, but that would have been 
only a difference of degree. 

The country, as a matter of fact, is 
paying the price of an exhaustion of 
credit in Europe, and no matter what 
temporary relief the palliatives that we 
are now discussing may bring, the root 
of the continued fall of prices and acute 
stagnation lies in the exhaustion of pur- 
chasing power; and, until this is re- 
stored. the excess supply of goods will 
not move, no matter whether money is 
four per cent. or seven per cent. Credit 
in Europe cannot, on the other hand, be 


restored in a moment, nor by any ex- 
perimental legislation that might be 
undertaken in the United States. Peo- 
ple are disinclined frankly and boldly 
to envisage these facts, and they experi- 
ence more satisfaction in finding a goat 
on whom to place the responsibility in 
the old-fashioned Biblical style than in 
exercising patience and good judgment. 
It is from this point of view, and be- 
cause they do not like to admit their 
inability to understand the problem, that 
many politicians are attacking the Fed- 
eral Reserve system, and are trying to 
make it appear as though it, or its ad- 
ministration, are responsible for condi- 
tions which are plainly the consequences 
of a destructive war and delayed recon- 
struction on a peace footing. 

The Federal Reserve system has done 
splendidly. It is one of the few organs 
of our economic body that has _ fune- 
tioned to perfection, and it is the envy 
of European nations. It would be noth 
ing short of a crime to permit the Fed- 
eral Reserve system to be thrown into 
politics, and, through the strengthening 
of the political influence in its adminis 
tration, to increase the danger of weak- 
ening the non-partisan business point of 
view which is essential for the safety 
of the country. Unless the Federal Re- 
serve system is kept free from political 
domination, it is bound to become a 
danger to the United States, where now 
it is a tower of strength and a protec 
tion of the first order. 

Bankers and business men in all parts 
of the country should not fail to realize 
this situation and do what is in their 
power to defend and keep inviolate a 
system which, today, is the backbone of 
the country. 
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= old spirit of a perfunctory audit by 
the examining committee of the board of 
directors of the bank is of course rapidly van- 
ishing. In the past few years the responsi- 
bilities of each director has assumed a new 
importance. 


In conflict with this desire to make a search- 
ing examination are the demands upon the 
time of the board committee which makes it 
and the usual feeling of the committee that 
such a technical task should be in the hands 
of a trained, experienced examiner. 

It is because of these unquestioned facts that more and more 
banking institutions and boards of directors are relying upon 
H. M. Webster & Company to make the periodical, inde- 
pendent audit. We should be glad to send you a repmint of an 
article, by H. M. Webster, covering this subject thoroughly, 
which appeared in the July issue of The Bankers Magazine. 


H. M. Webster & Company 


CERTIFIED PUBLIC ACCOUNTANTS 
25 West 43rd Street 
New York City 
Telephone—V anderbilt 1908 


Southern Bldg. 82 State Street 


Washington, D. C. Albany, N. Y. 
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HE new building that the Columbia Trust Com- 
pany of New York will erect for its Harlem 

Branch will take its place amongst the most beautiful 
structures of this district. 
The dignified Colonial treatment of the exterior is in 
keeping with the best traditions of American bank 
architecture. The interior fittings and equipment 
will be modern in every respect. 
This building is being designed and executed under 
the supervision of 


Alfred C. Bossom 


Bank Architect and Equipment Engineer 
680 Fifth Avenue, New York 


Correspondence Invited 
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One Wall Street, New York Office of Rodolfo Bolla, American Representative, Banco di Roma 


New York Office of the Banco di Roma 


RADE and banking relations be- 

tween the United States and 

Italy will undoubtedly be fur- 

thered by the presence in New York of 

Rodolfo Bolla, American representative 

of the Banco di Roma who has opened 
offices at 1 Wall street. 

Banco di Roma, the head office of 
which is in Rome, was established in 
1880 and is the oldest of the large Ital- 
ian international banks. It has always 
given special attention to the develop- 
ment of Italian agriculture and to the 

‘omotion of trade with the countries 


bordering the Mediterranean and _ the 
Near East, especially along the north- 
eastern coast of Africa and Asia Minor. 
It has also given special attention to the 
development of business relations be- 
tween Italy and Egypt and surround- 
ing countries. 

After thoroughly covering Italy with 
branch offices, about a quarter of a cen- 
tury ago the Banco di Roma began its 
expansion abroad by establishing offices 
and perfecting working arrangements 
with the principal banks in foreign com- 
mercial centers where the business rela- 
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Corridor in the Home Office at Rome 


tions of Italy with the 
countries warranted it. 

It has its own offices established at 
Paris and Lyons, France; Chiasso and 
Lugano, Switzerland; Barcelona, Mad- 
rid and other cities in Spain; Con- 
stantinople, Smyrna and other commer- 
cial cities of the former Ottoman Em- 
pire; and Bengazi, Tripoli, and 
Rhodes in the Italian colonial posses- 
sions until today the Banco di Roma’s 
offices total 209. The institution also 
maintains its own direct representation 
in the City of London. 


respective 


As the Banco di Roma has over 200 
branches throughout Europe, Asia and 
Africa it is particularly well equipped 
to serve American business men and 
financial institutions conducting busi- 
ness with Italy or contemplating trade 
relations with its importers, manufac- 
turers, exporters and other business or- 
ganizations. 

The bank’s condensed statement as at 
the close of business, December 31, 
1920, given in dollars at the rate of 
five lire to the dollar, follows: 
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Interior of the Main Banking Room at the Home Office 


RESOURCES 


Cash in vault $26,592,168.31 
Bills discounted Italian 

Treasury Bonds 153,7 70 
Bonds and other investments 19 5 
Loans against securities 58,747 
Bank investments 2, 258, 
Sundry investments 8,986,459.86 
Bills in transit for collection 19,065,114.: 
Correspondents—due from 240,449,998.35 
Bank buildings and vaults 5,153,702.86 
Customers’ liability for accept- 

ances of this bank 
Securities in custody for 

keeping 413,986,352. 


and 


20,205,847. 


safe- 


$968,413,199. 


LIABILITIES 


paid $30,000,000.00 
profits 6,720,160.97 
5,483.60 


Capital fully 
Surplus and 
Discount collected, but not earned 
Circulating notes and drafts 30,578,242.82 
Deposits 55,857, 2.17 
Acceptances by this bank 20,205,8 45 
Securities in deposit for safe- 
keeping 


$13,986,352.02 


$968,413,199.03 


THE ECONOMIC SITUATLON IN ITALY 


Rodolfo Bolla, the New York repre- 
sentative of the Banco di Roma in dis- 
cussing the condition of Italy in a re- 
cent interview said: 


“During the war Italy gave ample 
proof of her energies, endurance, or- 
ganization and technical skill. Emerg- 
ing victorious from the war, the Italians 
are today full of energy and willingness 
to work. They are good organizers and 
administrators, and a population en- 
dowed with these gifts and willing to 
work will come out victorious from the 
present inevitable world crisis due to 
the prolonged war. 

“Although the war has cost Italy an 
enormous amount of money, still the 
revenue of the Italian treasury is grad- 
ually increasing, while the Government 
expenditure has a firm tendency toward 
decreasing. This will continue to be 
more so now that special financial pro- 
visions are being adopted. 

“The capital invested in Italian in- 
dustries is today 140 per cent. more 
than it was before the war. This proves 
the full confidence of financiers and 
investors in Italian skill and_ labor. 
Italian industry, besides having in 
creased in financial strength, has reached 
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Partial View of Vestibule of the New York Office 


perfect technical development, thus as- 
suring future success in fair interna- 
tional competition. 

“Agriculture is another problem 
which has been solved by the adop- 
tion of more modern systems of cul- 
tivation and more extended use of 
agricultural machinery. By intensify- 
ing the production of her rich soil Italy 
is progressively able to meet the re- 
quirements of her increasing popula- 
tion, thus limiting her imports. 

“The savings deposits in Italy are 
constantly increasing, as proved by sta- 
tistical schedules of government and 
private banking institutions, savings 
banks, rural banks, cooperative banks, 
ind postal savings banks.” 

Mr. Bolla terminated by stating that 
the leading Italian banks, aware of the 
present situation and of the necessity 
or commercial exchange between Italy 
ind other countries; are continually or- 

anizing new agencies in North and 
South America, in England, in France 

11 in other important centers, with the 


aim of keeping themselves directly in 
contact with the principal money, se- 
curity and commodity markets of the 
world. In Eastern Europe, in the 
Balkans, in Asia Minor, on the Mediter- 
ranean coast of Africa, where the Ban- 
co di Roma is the pioneer, Italian banks 
represent civilization, culture, progress 
and economic prosperity. 

To keep the American public in- 
formed in regard to current events in 
Italy the bank has inaugurated a month- 
ly bulletin service. The first number 
of this bulletin quotes as follows from 
an address of Richard Washburn 
Child, American ambassador to Rome: 

“Looking forward, America sees for 
Italy the morning of new opportuni- 
ties. 

“The quality of her statesmanship 
and her detachment from many of the 
blighting suspicions and hatred of Eu- 
rope, mark her out as the geographical 
meeting ground and as the benevolent 
agent for healing negotiations. In this 
period of woe and discord, Italy has the 
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Corner of Private Office of American Representative, Rodolfo Bolla 


General Correspondence Office * 
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Arbitrage Department 


opportunity to exercise such unselfish- 
ness and foresight as will give her 
leadership in restoring the pulse of 
normal, gainful relationships between 
European states, 

“After a long history of sacrificing 
her nationalism to the empires she has 
created, and to the barbarian invasion 
she has suffered, she has come at last 
to the threshold of a new life, not only 
political but economic. America and 
American financiers and business men 
that the skilled engineering 
genius of Italy, her power resources and 
above all her resources of eager, healthy 
human labor will find expression in in- 
We believe that 


will see 


dustrial creativeness. 


Italy will be a great consumer of raw 


materials. She will be a converter pro- 
ducing finished products for her own 
itural markets. 

\merica has faith that Italy will 

clop these markets not only to sell 
her own goods but to act as a middle- 
man for ours. The facts of her geo- 
graphical location in relation to the na- 
tions north and east of her and her 


Ti S 


peculiar fitness for colonization and for 
commercial ties with Africa give us 
faith that she will give greater value to 
economic bonds than to political con- 
troversy. We know that she will con- 
tinue to gain and hold the confidence of 
those peoples who are her natural cus- 
tomers. 

“She has the resource of human la- 
She has access to the seas. The 
combination of the two—the work of 
men and the movement of ships 
written the history of the 
world. 

“We offer to the ltaly of tomorrow 
not only the friendship of our words 
and our hearts but also the friendship 
of our deeds. We are not deceived by 
the propagandists who exaggerate so- 
cial and industrial unrest in Italy in the 
hope that we may not give to Italy the 
financial credit she may deserve.” 

In the future developments of Italy 
and her business relations with the 
other members of the family of nations 
the Banco di Roma is bound to play a 
leading part. 


bor. 


has 
civilized 
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New building purchased by the Beacon Trust Company of Boston 
which will be rebuilt and modernized for occupancy 


Beacon Trust Company of Boston 


HE steady and consistent growth 
of the Beacon Trust Company 
of Boston, Mass., has culmi- 

nated in a demand for more room, both 
for the main office and the branch. This 
demand has resulted in the purchase of 
the six-story building at 31 Milk street, 
nearly opposite the present quarters. 
This building will be rebuilt, modern- 
ized and refitted for the occupancy of 
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the company, which will use the main 
floor for banking rooms, the basement 
for safe deposit vaults and the usual 
conveniences for the accommodation of 
customers, and the second floor for the 
other departments of the business. 

The building lately acquired is pe- 
culiarly adapted to the uses of the 
company, having abundant light on 
three street fronts and convenient en- 
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trances for those who come in cars, be- 
sides the main entrance on Milk street. 
The building is in the heart of the finan- 
cial and business districts of the city. 

In addition to the acquisition of this 
property the company has also taken 
over the Fiske building at 89 State 
street. Here will be installed on the 
main floor the Faneuil Hall branch, so 
long conducted in South Market street. 
Alterations in the Fiske building are 
now being made to accommodate the 
business which in the new quarters will 
be in close proximity to the market dis- 
trict of the city as well as near the 
Stock Exchange and other big interests. 

Another recent move of importance 
on the part of the Beacon Trust Com- 
pany was the taking over of the Equit- 
able Trust Company, one of the 
younger financial concerns of Boston, 
but whose business added to that of the 
Beacon Company has brought the lat- 
ter’s deposits up to about $20,000,000. 
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The Beacon Trust Company now 
stands among the foremost of Boston’s 
commercial banks. Established in 1893, 
it has made steady progress under the 
marfagement of President Charles B. 
Jopp, who became the head of the com- 
pany in 1906. A statement of the com- 
pany as of October 2, 1907, shows cap- 
ital $400,000, surplus and profits $305,- 
371.14, and deposits $3,453,076.57. 
The advance made since that date is 
shown by the following table: 


Surplus 
and 
Profits 
$498,600 

983,844 
1,056,500 
1,702,219 


Capital 
Jan. 1, 1911... $600,000 
Jan. 1, 1916.. . 600,000 
Jan. 1, 1917.. 600,000 
June 1, 1921.. 600,000 


Deposits 
$9,093,041 
11,847,300 
14,530,240 
19,692,249 


The Beacon Trust Company has paid 
twenty per cent. dividends annually 
since 1919 and its stock is quoted 
around 400, with none offered. 


ae 


Making it Safe to Build 
By Noble Foster Hoggson 


President Hoggson Brothers, New York 


NY one who has tried to figure 
A out just what he should allow 
for a three weeks’ camping 

trip and then has taken the trip is in 
a fair position to get some conception of 
the problems of the estimating depart- 
ment of a building concern. It is not 
a job for any one except the most ex- 
perienced. For remember that unlike 
the camper who can easily enough make 
up for the things omitted in his final 
estimate, there is no such alternative for 
the building concern, especially if it be 
one which is operating under a contract 
which guarantees a predetermined cost. 
Such an estimate must be accurate and 
com)lete and made by men who know 


not only what things ought to cost but 
what they will actually cost in the end. 

The men who estimate for a big 
building which as yet is in the pre- 
liminary plan stage must be able to con- 
ceive of it as a finished structure; to 
give to the rough plan and its elevation 
the necessary third dimension, an idea 
of the mass of the building as standing 
on the plan. 

There are various methods of getting 
at the quantities for an estimate which 
are in common usage. But the most ac- 
curate results are obtained when the 
estimate is made up by itemizing all the 
materials entering the construction. 
This is called “taking off the quanti- 
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ties.’ For example to determine the 
cost of the construction of one hun- 
dred square feet of floor it is possible 
to arrive at an approximation by using 
a figure representing the cost of a unit 
of that type of construction. But a 
more reliable estimate is made by de- 
termining the quantities of material 
which go into the component parts of 
the floor, forms for reinforcing, the re- 
inforcement, the concrete, the cement 
finish, the furring, the plaster and the 
linoleum or other covering surface. 
These quantities multiplied by the pre- 
vailing unit cost of the material and 
added together give a reliable estimate 
and this method is typical of all esti- 
mators’ work. 

Under the ordinary building practice 
where an owner through his architect 
or engineer submits plans and specifica- 
tions to different contractors, the quan- 
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tity survey must be made by each bid- 
der. Only one bidder can be successful 
and consequently the cost of the job to 
the owner is higher because of the 
wasteful duplication in the surveys. 
For someone must pay for the unsuc- 
cessful bidders’ time. Thus the unsuc- 
cessful bidder on a job accounts for his 
losses on the jobs he fails to get usu- 
ally by adding a percentage to each 
successful bid to cover the expense in- 
volved in unsuccessful ones. 

The form of contract used by an or- 
ganization which handles all phases of 
a building operation eliminates this un- 
necessary expense to the owner. For 
each owner who employs such a con- 
cern pays for the survey of his own 
building solely. Such a concern is its 
own contractor and never has occasion 
to take off quantities unless it has been 
awarded a contract for a building. 


Making Credit Serve as Capital 


RITING in System W. Hz. 
hoelsch, president of the New 
Netherland Bank of New York, tells of 
the following interesting incident in his 
banking experience: 


Years ago a man came to me in consid- 
erable excitement. He had just secured an 
order tor 330,000 worth of goods from Mar- 
shall Field and Company. There was no 
doubt of the solvency of the buyer. A bill 
Marshall Field and Company is 
as good as money in bank. My client 
wanted to borrow enough money to finance 
the raw material and labor that would go 
to fill this order. His own capital was $25,- 
000. I asked him: “Can you afford to sell 
so much to one man?” 

“Afford to sell?” he asked. “The credit 
is A number 1. ‘The Brown Company sells 
at least $100,000 a year in my line to them. 
Why shouldn't I get some of that busi- 
ness? It is the know of 
anywhere.” 


owing by 


best business I 

“It is good business, I will admit that,” 
I answered, “but the Brown Company has 
a capital of more than $1,000,000. You have 
a capital of more than $25,000. If anything 
happens .to you in the course of this trans- 


action—if, for example, you have any trou- 
ble in your factory, or if the goods when 
made should fall below sample through no 
fault of yours-—-you would be wiped out. 
You ought not to attempt to fill this order 
on bank credit or on any other kind of 
credit. 

“You do not need credit; you need cap- 
ital. Otherwise you are going to be wiped 
out if any one of a hundred things happens.” 

As I recall, the man did not take my ad- 
vice. I do not remember how he made out 
on the transaction. Probably he made 
money on it and probably he went on try- 
ing to make credit do the work of capital 
until he smashed. For there is only one 
chance in a thousand of staying in busi- 
ness, say, five years if credit. is forced to 
serve as capital. More than likely he 
thought I did not know what I was talking 
about—that I was too conservative or some- 
thing of the sort for I know of nothing that 
is much more difficult than trying to con- 
vince a man that it is not to his best in- 
terest to take what looks like perfectly good 
money in the form of what look like per- 
fectly good orders. It is almost impossible 
to demonstrate in a time when orders are 
at hand that it is not good business to ex- 
tend to the very limit of the credit that 
can be obtained. 
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Magnolia Building, New Home of the Southwest National Bank, Dallas, Texas 


New Bank Formed in Dallas 


HE most important financial news 
of the month from the south- 
west was given out, following 

authorization by the comptroller of the 
curreney for the commencement of busi- 
ness by the new Southwest National 
Bank of Dallas, Texas, July 20. 

ihe new bank is the result of plans 
lai! by the directors and stockholders 
of ive former Security National Bank 
of lallas, to create a new conservative 


institution covering the broad fields of 
southwestern financing. The Southwest 
National Bank will have a strong and 
representative group of officers and di- 
rectors composed of some of the ablest 
business men of Texas. 


R. W. HIGGINBOTHAM ELECTED 


PRESIDENT 
R. W. Higginbotham, widely known 
throughout the United States as one of 
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R. W. HIGGINBOTHAM 





LYNN P. TALLEY 


President First Vice-President 
the most successful business men of the out question take its place in the fore- . 
South will head the new institution as front of strong banks in the South. 
its president. Mr. Higginbotham has a ‘ 
wong record of achievement in the mer- ee a Se wen ] 
cantile and industrial fields of Texas, —— t 
successfully building up some of the Mr. Higginbotham will have associ- ] 
largest wholesale and retail establish- ated with him as a managing commit- t 
ments in the state. He is interested in tee, two able bankers who require little P 
wholesale drygoods, groceries and lum- or no introduction to the banking world, ‘ 
ber and industrial plants, banks, ranches Lynn P. Talley as first vice-president 
and cattle. Under his able guidance and Sam R. Lawder as cashier. Both i 
and through his extensive connections Mr. Talley and Mr. Lawder came from ‘ 
the Southwest National Bank will with- several years’ service with the Federal ‘ 


Reserve Bank of Dallas 


experience 


district. 


where they gained invaluable 
in connection 
with the finances of the 
Eleventh Federal Reserve 


Lynn P. Talley has long 


been known as an able banker 
with a wide knowledge of 
Texas affairs. His banking 
experience commenced in 
1902 as exchange teller of 
the City National Bank of 
Dallas. Rising through his 
ability he became cashier in 
1906. In 1910 he left the 
DAN D. ROGERS City National to become con- 

Vice-President nected with the Lumber- 











J. W. ROYALL 
Vice-President 




















SAM R. LAWDER 
Cashier 


man’s National of Houston as. cashier. 
In 1915 he was selected by the directors 
of the newly formed Eleventh Federal 
Reserve district to become cashier of 
the Federal Reserve Bank of Dallas. 
He held this position until 1919 when 
the title of deputy governor was added 
and his duties and_ responsibilities 
greatly increased. In 
1920, the fields and activ- 
ities of the Federal Re- 
serve system having been 
so greatly enlarged the 





EDWIN HOBBY 
Vice-President 
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S. W. SIBLEY 
Vice-President 



















S. J. McFARLAND 
Vice-President 


two positions were separated and Mr. 
Talley remained as deputy governor 
from which position he came to the 
Southwest National. 

Sam R. Lawder is one of the most 
popular of the younger bankers of the 
state and holds a recognized place as an 
efficient bank operating official. After 
several years of banking 
experience with various 


Dallas banks he became 
connected with the Fed- 
Reserve 


eral Bank upon 





W. F. SKILLMAN 
Vice-President 
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its organization. During his service 
with the Federal Reserve, he organized 
and successfully managed the branches 
of the Dallas bank at El Paso and 
Houston and was made cashier of the 
parent bank in 1920 succeeding Mr. 
Talley to that position. 


FORMER SECURITY VICE-PRESIDENTS 


TO REMAIN 

The other vice-presidents of the bank, 
Edwin Hobby, Dan D. Rogers, S. W. 
Sibley, S. J. McFarland, J. W. Royall 
and W. F. Skillman are well known 
through their connections with the for- 
mer Security National. In the new 
bank each will have charge of certain 
specialized departments and _ activities 
forming a well rounded commercial 
bank. 


NEW HOME OF THE BANK 


Upon its completion, the bank will 
move into the new twenty-nine story 
Magnolia building, where the most 
modern and commodious banking rooms 
in the southwest will be established. A 
twenty-five year lease has been secured 
on the basement, first and second floors. 
It is expected that the new quarters 
will be ready shortly after the first of 
the year. 

SUCCESSFUL BUSINESS MEN ON 
DIRECTORATE 


The directors of the bank are all able 
business men, we!l known throughout 
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‘Texas for the suecess with which they 
have handled their various enterprises. 
The following compose the board of di- 
rectors: 

Reese S. Allen, capitalist; Newton 
Ayres, Duke and Ayres; A. H. Bailey. 
Higginbotham-Bailey Logan Company ; 
O. S. Boggess, United Grocery Com- 
pany; R. E. Burt, capitalist; E. H. 
Cary, E. H. Cary Company; W. H. 
Gaston, capitalist; W. A. Green, W. A. 
Green Company; J. W. Haden, capi- 
talist; J. S. Heard, capitalist; W. T. 
Henry, Leake and Henry, attorneys; 
R. W. Higginbotham, president; J. T. 
M. Johnston, capitalist; Arthur L. 
Kramer, A. Harris and Company; Sam 
R. Lawder, cashier; A. T. Lloyd, Frey 
Lloyd Auto Company; A. G. McAdams, 
McAdams Lumber Company; Fletcher 
F. McNeny, MeNeny and MeNeny; 
Everett S. Owens, Owens Lumber Com- 
pany; A. Ragland, Metropolitan Busi- 
ness College; F. T. Rembert, capitalist; 
George W. Riddle, capitalist; R. E. L. 
Saner, Saner, Saner and Turner, at- 
torneys; Charles L. Sanger, Sanger 
Brothers; S. W. Sibley, vice-president ; 
W. F. Skillman, vice-president; F. M. 
Smith, Oriental Oil Company; Lynn P. 
Talley, first vice-president; C. L. Tar- 
ver, Tarver, Steele and Company; 
Cullen F. Thomas, Thomas Milam and 
‘Touchstone, attorneys; M. H. Wolfe 
M. H. Wolfe and Company. 











6 ¢"RXAXES,” said Benjamin Franklin, in discussing conditions in 

his day and generation, ‘‘are indeed, very heavy, but if those 
laid on by the government were the only ones we had to pay we 
might the more easily discharge them; but we have many others, 
and much more grievous to some of us. 
much by our idleness, three times as much by our pride, and four 
times as much by our folly; and from these taxes the commissioners 


cannot ease or deliver us by allowing an abatement.” 


We are taxed twice as 




















Convention Notes of the American 
Bankers Association 


HE Wisconsin Bankers Association 

I has arranged, as have many of the 

other state organizations, a_ sight- 
seeing tour to California which will be run 
both to and from the convention. ‘The tour 
will take in Aberdeen, South Dakota; Butte, 
Montana; Spokane and Seattle, Washing- 
ton; Portland, Oregon; Shasta Springs, San 
Francisco and Los Angeles. It will run 
over the Chicago, Milwaukee and St. Paul 
Railroad. 

On all the special trains the service will 
he “de luxe,” an instance being the arrange- 
ments provided by the New York Central 
which call for 20th century porter service. 
The comfort of the delegates will be pro- 
tected for the entire trip and special barber- 
valet and maid service has been arranged. 
The equipment of the trains will consist of 
modern steel drawing room compartments, 
dining, club and observation cars, and the 
tours are considered as the most complete 
ever arranged from coast to coast. 


© 


‘Your A of the Red Section provided by 
the New York Central will leave Grand 
Central Terminal at 2 p. m., eastern time, 
Friday, September 16 and will include an 
extended trip through the Canadian Rock- 
ies, arriving at Los Angeles at 5:30 on 
October 1 and leaving Los Angeles over the 
“Santa Fe” at 2 a. m. Saturday, October 8, 
arriving at Grand Central, New York, 
Thursday, October 13 at 5:25 p. m. The 
White Section tour, New York Central, 


leaves New York at 2:45 p. m., September 
21, runs through Denver, Colorado Springs, 
Koval Gorge, Salt Lake City, San Francisco, 
Yosemite, Del Monte and the Grand Canyon. 
It reaches Los Angeles at the same time 


with the Red Section, which it joins at San 
Francisco on September 28. 

rhe roads which are running the specials 

report that reservations have been coming 
\ surprising rate and that some trains 
lready booked solid. It would be wise 
legates would send in their reservations 
ediately as the special tours will be 
\. family parties and will offer more 
inent for the transcontinental trip than 

iry on regular schedule trains. 

I some cases state associations have ar- 
ranved for special cars to carry delegates 
to | from Los Angeles, and in other in- 
Star arrangements have been made for 


delegates to travel in groups on 
trains. 


regular 
© 


Sir D. Drummond Fraser, K. B. E., or- 
ganizer of the ter Meulen plan for inter- 
national credits to those European con- 
tinental countries which are unable to pur- 
chase foodstuffs and raw materials, has ac- 
cepted the invitation of the American Bank- 
ers’ Association to address the annual con- 
vention in Los Angeles. 

Sir Drummond’s address will cover the 
ter Meulen plan and he will have a message 
on international financing for the bankers. 

Sir Drummond Fraser is well known for 
his financial writings, is joint managing di- 
rector of the Manchester Liverpool and Dis- 
trict Bank, a Fellow and Member of the 
Council of Royal Statistical Society and of 
the Institute of Bankers and is a recognized 
international authority in his field. 


© 


Edmund D. Hulbert, president ‘Trust Com- 
pany division, American Bankers Associa- 
tion, and president Merchants’ Loan and 
Trust Company, Chicago, who will preside 
over the sessions of the trust company divi- 
sion at the Ios Angeles convention in Oc- 
tober, is announcing to all members of the 
trust company division a change made in 
arrangements for headquarters and meet- 
ings of the division at the Los Angeles con- 
vention, October 3-7. 

Instead of the Hotel Clark as originally 
announced the Ambassador Hotel will be 
used by the trust company delegates. ‘This 
change has been effected for the purpose 
of relieving the congestion in hotels in the 
center of the city. All trust company dele- 
gates and guests have been asked to specify 
the Ambassador in writing for reservations. 

The Ambassador is a new hotel and the 
appointments are first-class in every re- 
spect. All of the meeting places in the 
center of the city are easily accessible from 
the Ambassador by 


surface car or auto 


within a few minutes. 
© 


Manuel M. Martinez, manager of the 
Banco Territorial y Agricola, San Juan, 
Porto Rico, is now secretary of the Porto 
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JACOB H. HERZOG 


Vice-president National Commercial Bank and Trust 
Company of Albany who was elected president 
of the New York State Bankers Association 


Rico Bankers Association, according to in- 


formation received from official source. 


In line with the request of the executive 
committee of the American Bankers Asso- 
ciation that the entertainment committee re- 
frain from providing entertainment fea- 
tures which would interfere with the meet- 
ings of the convention during its session 
in Los Angeles from October 3 to 7 inclu- 
sive, the committee has been able to pre- 
pare an extensive program, which will take 
in the high lights of California sights dur- 
ing that week, and will not interfere with 
the convention itself. 

Chronologically the entertainment pro- 
gram which will cover the period of Octo- 
ber 2-8 inclusive, will be as follows: 

Sunday, October 2—Automobile rides will 
be provided for the delegates and members 
of their parties which will include all of 
the principal points of interest in Tos An- 
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including 


geles—“the City of the Angels” 
the moving picture studios. 

Los Angeles, as is well known, is the 
motion picture production center of the 
world and the studios will naturally be ob- 
jects of very great interest to all of the 
visitors. Ordinarily it is impossible to visit 
the studios as a general order prohibiting 
visitors is in force at all of the larger stu- 
dios. This rule was made necessary be- 
cause it has been found in the past that 
the presence of outsiders disturbed the work 
of the actors and camera man, drawing their 
attention from the work for which they are 
employed. 

In order to meet the situation and enable 
the delegates and guests attending the 
American Bankers Association to obtain an 
intimate understanding of the way in which 
moving pictures are made, the Robert Brun- 
ton Studios, the largest commercial moving 
picture studios in the world, have consented 
to set aside Sunday, October 2, for the en- 
tertainment of the American Bankers As- 
sociation convention guests. 

At the termination of the 
sightseeing ride, the guests will be taken 
to the Robert Brunton Studios, where on 
the largest stage ever constructed, a typi- 
cal motion picture set will be built on a 
large platform. This will be dressed as 
though an actual motion picture was to be 
taken. When the visitors are all assembled, 
it will be explained in detail exactly how 
motion pictures are manufactured, after 
which a moving picture of the visitors will 
be taken. At the conclusion of this pic- 
ture, the guests will be escorted through a 
typical Mexican street at the end of which 
they will be served with a real Spanish 
barbecue. 

Tuesday, October 4.—The entire day as 
on Monday will be devoted to meetings of 
the convention. ‘Tuesday evening, however, 
the Los Angeles group of the Investment 
Bankers Association will entertain the visit- 
ing members of the American Bankers As- 
sociation at an official smoker to be held at 
the Los Angeles Athletic Club. The en- 
tertainment will include boxing, sporting 
events, revue, etc., following by a_ buffet 


automobile 


supper. 

While the smoker 
ladies of the guests will be given a theater 
party by the ladies’ reception committee, 
followed by a supper at the !lotel Am 
bassador. 

Wednesday, October 5.—While the morn 
ing will be devoted to convention meetings, 
automobiles will be provided for the ladies 
cars the afternoon’ 


auspice 


is in progress the 


and led by two scout 


will be under the 


entertainment 

















of the Clearing House Association of Pasa- 
dena and the Pasadena Chamber of Com- 
merce. The sightseeing trip will include 
Oak Knoll, Foothill Boulevard, Flintridge 
and Orange Grove avenue. ‘There will be 
an outdoor tea in the Busch Gardens. Dur- 
ing the tea there will be music and some 
novel features. 

During the evening there will be a moon- 
light ride to Universal City, the great film 
city—one of the greatest in the world. 
Carl Laemmle, president, and Manager Irv- 
ing Thalberg have arranged io illuminate 
Universal City. The visitors will also be 
permitted to see Monte Carlo, built in ex- 
act duplication of the famous European re- 
sort, which was used in the million dollar 
production of Von Storheim’s “Foolish 
Wives.” 

Thursday, October 6—After the day's 
sessions a magnificent formal ball will be 
held in the ball room of the Ambassador 
Hotel, under the auspices of the American 
Bankers Association. 

Friday, October 7.—A golf tournament, 
in which contestants may play either morn- 
ing or afternoon, will begin at 9:00 a. m. 
at the Los Angeles Country Club, Beverly 
Hills. ‘The program will start off with an 
eighteen hole handicap medal play. 

The Los Angeles cup, the feature trophy, 
will be awarded to the player making the 
best net score for eighteen holes. Hand- 
some prizes will be given for the second, 
third, fourth and fifth next best scores. 
No local player will be permitted to com- 
pete for the Los Angeles Trophy. 

Scratch Event—The two best 
scores without handicap will be 
prizes. 

Blind Event Contest—No 
formation will be given 
event. 
mittee 


medal 
awarded 


advance in- 
relative to this 
Prizes will be awarded by the com- 
who will act under sealed instruc- 
tions. 

St. Louis Trophy.—In addition to the 
foregoing prizes, the St. Touis cup con- 
tributed by the St. Louis bankers in 1919 
will be awarded the player making the low- 
est medal score. The winner’s name will be 
cribed on the trophy and may be _ re- 
ned in the winner’s possession until the 
\t American Bankers Association conven- 

The first player winning this honor 
ee times will obtain permanent possession 
the cup. 

rrangements have been made to have the 

try Club bus meet every Santa Monica 

irban car leaving Los Angeles during 

iorning of Friday, October 7. 

day afternoon a midsummer lawn fete 

given. 
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HOWARD BISSELL 


President Peoples Bank of Buffalo who was elected 
vice-president of the New York State Bankers 
Association 


Saturday, October 8.—All of this day wilt 
be devoted to what is considered the big- 
gest entertainment feature, and which will 
be known as “Catalina Day.” 

Special boats will be provided to take all 
of the visitors to Avalon, Santa Catalina 
Island. Upon arriving at the island the 
guests will be divided into two parties, one 
of which will embark in the three glass 
bottom boats the 
and the Cleopatra, to view the wonderful 
and world renowned submarine 
The other party will be taken to the Hotel 
Atwater for a buffet barbecue luncheon at 
which a typical California seashore menu 
will be provided. 

Immediately following the luncheon, the 
trip in the glass bottom boats will be taken 
by those who did not have the opportunity, 
while the first party taking the trip will 
then be served with luncheon. 
will return to Los Angeles late in the same 


Empress, the Emperor 


gardens. 


The party 


afternoon, although arrangements have been 
made to provide tickets good for sixty days 
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so those who wish to remain over Sunday 
or for a longer period may do so. 

W. D. Woolwine of the Merchants Na- 
tional Bank and G. G. Greenwood of the 
Security Trust and Savings Bank are vice- 
chairmen of the entertainment committee. 


© 


AMERICAN INSTITUTE OF BANKING 

Robert B. Locke who was recently elected 
president of the American Institute of 
Banking began his banking career with the 


ROBERT B. LOCKE 
Recently elected president of the American 
Institute of Banking 


Old Colony ‘Trust Company of Boston. He 
has been president of the Boston Chapter 
and manager of the clearing house associa- 
tion at Detroit, where he inaugurated a 
country check clearing system and a clear- 
ing house credit department. 

In January, 1918, when it was decided to 
establish a branch of the Federal 
Bank of Chicago in Detroit he became man- 
ager and chairman of the board, which posi- 


Reserve 


tion he holds at the present time. 
© 


who has resigned as 


American In- 


Allen, 


director of the 


George E. 
educational 
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stitute of Banking, saw the institute grow 
from a membership of a comparatively few 
hundred to the more than forty thousand 
now enrolled. In the official history of the 
institute Mr. Allen is referred to as the 
pioneer in the field. The history says in 
part: P 

“Ile was always an exponent of the edu- 
cational idea and realized very early that 
the survival and growth of the _ institute 
rested on the foundation of education. He 
also foresaw that self-government was es- 
sential to the success of the institute, not 
only on account of its political attractive- 
ness, but because he regarded self-govern- 
ment as the most practical method of cul- 
tivating administrative ability. When he 
began, his program was one to discourage 
a less versatile man and dishearten a less 
resourceful one. 

“Administrators came and went, both in 
the American Institute of Banking and the 
American Bankers Association, but he sur- 
vived them all and now has the satisfaction 
of seeing his principal aims achieved. New 
captains have come on the ship with regu- 
larity and once its ownership changed hands, 
but from the very beginning George E. 
Allen has been the only pilot.” 

While Mr. Allen has resigned as educa- 
tional director of the American Institute of 
Banking, he continues as deputy manager 
of the state bank division of the American 
Bankers Association, and those of _ his 
friends in the American Institute of Bank- 
ing who know him well, are not inclined to 
believe that he will be content to step en- 
tirely aside from the work he has been do- 
ing for so many years. 


© 


Frank L. Ramos, assistant cashier of the 
Canal-Commercial Trust and Savings Bank, 
New Orleans, La., was elected a member 
of the executive council of the American 
Institute of Banking at the recent conven- 
tion. Mr. Ramos is one of the original 
members of the New Orleans chapter, and 
is a graduate of the institute. 


© 


F. O. Watts, president of the First Na- 
tional Bank of St. Louis, came through New 
York on his way home from the interna- 
Chamber of Commerce in London 
where he chairman of the American 
financial delegation. In a brief interview, 
Mr. Watts said that general conditions in 
Europe are much improved and that the 
future appears to hold forth considerable 
promise. The industry of Europeans 


tional 
was 
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getting back to work, he said, should go far 
to influence American manufacturers and 
bankers in extending credit abroad. 


© 


Francis H. Sisson, vice-president of the 
Guaranty Trust Company of New York and 
chairman of the trust company division on 
publicity, is distributing a booklet issued by 
the division, entitled “Selling ‘Trust De- 
partment Service.” This is a history of the 
advertising campaign which was successfully 
carried on by the trust company division 
last year. Copies may be had on applica- 


819 


tion to Leroy A. Mershon, secretary of the 
division. 


© 


Thomas B. McAdams, first vice-president 
of the American Bankers Association, will 
speak on “Bank Publicity” at the conven- 
tion. Among other speakers there will be 
Dr. Henry T. Suzzallo, president of the 
University of Washington, Judge Charles 
F. Moore, of New York; J.M. Elliot, chair- 
man of the board of the First National 
Bank of Los Angeles, and Dr. E. F. Gay, 
president of the New York Evening Post. 


Ul 
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Advertising Exhibit at the Convention 
By W. R. Morehouse 


Cashier Guaranty Trust and Savings Bank of Los Angeles 


convention of the American 

Bankers’ Association at Los 
Angeles will be afforded an opportu- 
nity of inspecting the most complete ex- 
hibit of financial advertising literature 
that has ever been gathered together 
under one roof. Over 2,000 square feet 
of carefully selected booklets, folders, 
statements, letters, and, in fact, com- 
plete campaigns have been assembled 
for the occasion. These thousands of 
pieces of advertising literature have 
been most carefully selected because 
they are good examples of the best in 
financial advertising. 

This great array of advertising liter- 
ature will be on display at the Hotel 
Alexandria, the convention headquar- 
ters, and will be free to all. The ex- 
hibit rooms will be open to bankers sev- 
eral days before the convention con- 
venes, and will remain open continually 
until the convention closes its sessions. 
By keeping the exhibit halls open day 
and night during the convention, our 
bankers need not miss any of the gen- 
eral sessions of the Bankers Associa- 
tion, but can attend them all, and still 
have ample time for a thorough inspec- 
tion of the displays. 

The exhibition will be in charge of 


6 


eee attending the annual 


members of the Financial Advertisers’ 
Association, who will be present and 
take great pleasure in conducting visi- 
tors through the display halls, and also 
upon request undertake to explain the 
prominent features of each display. 
This will give every banker an oppor- 
tunity to meet some of our foremost 
financial advertising bankers, and to 
discuss with them new business prob- 
lems. 

As the Financial Advertisers’ Asso- 
ciation is a mutual organization, no one 
connected therewith profits in a mone- 
tary sense, as a result of their affiliation 
with the association. Its five hundred 
members have nothing to sell, but are 
banded together for the purpose of 
helping each other. This arcangement 
makes it possible for our bankers to 
take full advantage of what is offered 
by the exhibit at Los Angeles, with the 
assurance that it is not being used as 
a money-making proposition, or for the 
purpose of securing advertising con- 
tracts. All that the Financial Adver- 
tisers’ Association members ask of 
those who attend the eenvention is that 
they make it an order of business while 
in Los Angeles to give as much time as 
possible to a study of the business build- 
ing literature on exhibit. 





The Power Behind the Bank 


Manufacturers and Distributors Who Form Part 
of the First National Bank’s Strong 
Directorate of Forty-Four 


These manufacturers of railway equipment, clay products, 
and iron and steel specialties have found St. Louis a logical 
meeting place for their supply of raw materials and the de- 
mand for their products. 


Many years ago, these men saw the advantages which low 
freight rates, short hauls, and quick collections would give 
their business. 


These far-sighted and successful men co-operate with the 
officers of the First National Bank in St. Louis to work out 
methods of bank procedure best fitted to advance the interests 
of the many patrons of this institution. 


Capital and Surplus $15,000,000.00 


Largest National Bank West of the Mississippi 
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Review of 


the Month 


The Business Situation Throughout the Country as Reflected 


in the Opinions of 


UMMING up general business 
S conditions the bulletin of the Na- 
tional City Bank of New York 

says in its July letter: 


The general trend of business and _in- 
dustry during the month of June has been 
quiet and repressed. Some further hopeful 
signs have appeared, side by side with 
others which give less encouragement. 

The plain truth of the thing is that the 
recovery of business, for which everybody 
has been hoping and waiting since the de- 
pression began late last year, has not yet 
materialized. No one’s interests will be fur- 
thered by an ostrich-like attitude which 
buries its head in undue optimism, and 
makes glowing predictions for the immedi- 
ate future, predicted wholly on a magnify- 
ing of the favorable symptoms. It is easy 
enough, and pleasant enough, to lull anxiety 
by such a process of reasoning, but what is 
wanted now is a general realization of the 
obstacles that must be met and overcome, 
more than a light-hearted prevalence of op- 
timism founded only on half truths. 

On the other hand, an attitude of unwar- 
ranted pessimism can be just as harmful, 
if not even more so. We know that our 
banking system is intrinsically sound, and 
that it has already proved its capability to 
withstand the shock period of extraordinary 
strain, and to emerge unscathed from the 
most difficult test imposed in many years. 
We know that our ability, as a nation, to 
produce the raw materials which our people 
need, and which the world must buy from 
us, has been in no wise dwarfed. We know, 
finally, that our industrial and business or- 
ganization is geared for production not only 
ample for our own needs, but on sufficiently 
large proportions to make export on a con- 
siderable scale a vital necessity. 

(hese are fundamental facts, so plain that 
they cannot be misinterpreted. It is hard 


Banks and Bankers 


to understand how, knowing the foundation 
upon which our business life rests to be as 
rigidly secure as it is, there can be no 
doubt as to the final recovery. It is pro- 
gressing no more laggardly now than in 
1903 and 1904, when we were passing 
through a somewhat similar period, or in 
1907 and 1908. 

Recovery is certain to be slow. Where 
the artificially stimulated optimist makes his 
mistake is that, seizing upon a few favorable 
but quite natural events, he seeks to make 
them the basis of predictions that the final 
turn in the road has come, and that next 
week, or next month, the difficulties into 
which business and industry have fallen will 
have lightly drifted away. 


WHAT SHOULD BE THE REDISCOUNT 
POLICY OF THE FEDERAL RESERVE 
BANKS? 


The Chase Economic Bulletin, pub- 
lished by the Chase National Bank of 
New York, contains in its July 20 num- 
ber an excellent study of “The Gold 
and Rediscount Policy of the Federal 
Reserve Banks” written by A. Barton 
Hepburn, chairman of the advisory 
board and Benjamin M. Anderson, econ- 
omist. Their discussion is summarized 
as follows: 


The basic principle of rediscount bank- 
ing, well established in the traditions of the 
central banks of Europe, is that the official 
rate of rediscount shall be above the mar- 
ket rate. This is essential if bank funds are 
not to be made superabundant and if gen- 
eral market rates are not to be forced so 
low. as to, be far below the natural rates of 
interest, leading to wasteful employment of 
bank funds on the one hand, while interfer- 
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ing with savings by investors and businesses 
on the other hand. 

As applied to England, this means that 
the official bank rate shall be kept above the 
market rate on prime bills of exchange. The 
Bank of England has not varied from this 
policy on annual averages since 1871. If, 
for a few days, the market rate should rise 
above Bank Rate, Bank Rate is promptly 
advanced to correct it. 

In the United States the bill market is 
relatively unimportant. The “market” is 
best represented by rates on customers’ 
loans made under lines of credit by the 
banks of the great cities to those of their 
customers who have borrowing accounts 
with several banks in several cities. The 
rates on such loans are highly competitive. 
They are rarely published, but they are 
known in the banking community and to the 
Federal Reserve authorities. They tend to 
be uniform throughout the great cities of 
the country. ; 

It is true that in England many of the 
advances of the banks are made to their 
customers at rates above the official bank 
rate. The significant point is, however, that 
the Bank of England does not rediscount 
advances to customers. It rediscounts only 
bills. In the United States, on the other 
hand, customers’ loans are actually redis- 
counted with the Federal Reserve banks. 
The essential principle involved in “keep- 
ing above the market” is that it shall cost 
a bank something to rediscount. It ought 
not to be possible for banks at the financial 
centers to borrow money from the Federal 
Reserve banks and re-lend it at a profit. 

There are really several rediscount rates 
at the Federal Reserve banks; a rate on 
loans on Government war paper; another 
rate, which may be different, on commercial 
paper; a third rate, which may be still dif- 
ferent, on acceptances. The important 
thing is that each of these rates should be 
above the market rates for each type of 
loan. 

If we develop a wide discount market 
for acceptances; if bills drawn in dollars, 
growing out of actual self-liquidating com- 
mercial operations, increase in number; if 
foreign banks develop the practice of hold- 
ing such bills as an interest-bearing substi- 
tute for gold reserve; and if banks gener- 
ally throughout the United States make a 
practice of carrying substantial amounts of 
such bills in their portfolios as an espe- 
cially liquid resource, then the rediscount 
rate on acceptances may become the most 
important rate at the Federal Reserve 
banks. ‘The rediscount rate on acceptances 
in such a case may safely go much below 
the rediscount rate for customers’ line of 
credit paper, in full harmony with the prin- 
ciple of keeping above the market, since 
the market itself will discriminate in favor 
of such bills. 

The reserve ratio under present conditions 
is no safe guide for rediscount policy. Five 
main factors have been considered by the 


Bank of England in fixing its rediscount 
rate: 


1. Is the reserve ratio high or low? 

2. Are trade and speculation expanding 
or are trade and speculation depressed? 

3. Is gold coming into or going out of the 
country? 

4. Are the exchanges favorable or adverse 
to England? 

5. What is the market rate? Bank Rate 
must not fall below it, and is almost always 
above it. 


Of these five considerations the dominant 
one has always been that of keeping above 
the market. When necessary to conform 
with this principle, rediscount rates have 
been raised in the face of high reserve 
ratios and, in harmony with this principle, 
have been lowered in the face of low re- 
serve ratios. 

The high reserve ratio in the United 
States today does not justify lowering re- 
discount rates: (1) because rediscount rates 
are already below the market rates (barring 
acceptances) ; and (2) because the present 
reserve ratio is abnormal and misleading. 
The reserve ratio is not high in the United 
States because the liabilities of the Federal 
Reserve banks are low, but rather is high, 
despite abnormally high liabilities of the 
Federal Reserve banks, because the reserves 
are abnormally high. 

This is due partly to the unprecedented 
influx of foreign gold, and partly to the 
policy which the Federal Reserve banks have 
pursued since our entrance into the war 
of drawing into their vaults the great bulk 
of the gold and gold certificates held by 
banks and individuals throughout the coun- 
try. There is relatively little gold left in 
circulation. Under normal conditions, a 
gold standard country will have a substan- 
tial amount of gold in hand to hand cir- 
culation. If, for example, we returned the 
legal tender now in the Federal Reserve 
banks, together with a billion dollars of 
their gold (or gold certificates) to general 
circulation, with a corresponding cancella- 
tion of Federal Reserve bank notes, the re- 
serve ratio would stand, not at 58.3 per 
cent, at which it stood on June 8, 1921, but 
rather at 43.5 per cent. 

The great excess of gold in our Federal 
Reserve banks constitutes a real problem. 
The artificially high reserve ratio, which 
may easily go to extreme heights with fur- 
ther liquidation, constitutes a shining target 
for cheap money advocates, and constitutes 
a temptation to unsound employment of 
Federal Reserve funds. We must recognize 
that we hold much of our gold in trust 
against the time when Europe will need it 
to restore sound currency in Europe. We 
must not let it depreciate upon our hands 
or tie it up in illiquid credits. 

The proposal that the Federal Reserve 
banks should stabilize commodity prices by 
varying their rediscount rates, lowering the 





Dane BRE og tee pet ated RELA we 











we RIOR og BOs. per Dateien BME 





PON 




























Reserved for Interest, Taxes, etc... ... 


Circulation Outstanding........... 
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THE CHEMICAL NATIONAL BANK 


OF NEW YORK. 
Founded 1824 


CONDENSED STATEMENT OF CONDITION 
At the close of business June 30th, 1921 


ASSETS 
Loans and Discounts....................... 
U. 8S. Bonds and Certificates of Indebtedness 
Other Bonds and Investments............. 


Customers’ Liability, Letters of Credit and Acceptances..... 
Cash, Exchanges, due from Banks and U. S. Treasurer.... 
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Individuals, Firms and Corporations........ 
Banks, Bankers and Trust Companies 


Bills Payable with the Federal Reserve Bank .......... cauuteamiie 
Bills Payable and Rediscounts with the Federal Reserve Bank 

(Secured by Government Bonds). ... 
ee reer 


Seeking new business on our record 


$113,679,888.52 
7.354,428.11 
1,881,391.24 
1,500,000.00 
8,443, 189.72 
43,686,935 74 
231,454.97 


$176,777,288.30 
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rates when prices fall to pull them up again, 
and raising the rates when prices rise to 
pull them down again, is thoroughly vicious 
and unsound. It is, in the first place, eco- 
nomically impossible. Rediscount rates are 
only a minor factor affecting prices. In the 
second place, any effort to apply this policy 
would at once make the Federal Reserve 
banks a football of politics. 

Our two most significant conclusions are: 
(a) that the rediscount rates should be kept 
above the market rate; and (b) that the 
high Federal Reserve ratio, due to an arti- 
ficial and abnormal excess of gold, consti- 
tutes no justification at all for reducing re- 
discount rates. 


“PRICE CHANGES AND BUSINESS 
PROSPECTS” 


The Cleveland Trust Company has 
begun a series of monograph publica- 
tions dealing with business and eco- 
nomic subjects. The first of the series 
is a reprint of an address by Leonard 
?. Ayres, vice-president, on the sub- 
ject of “price changes and business 
prospects.” Mr. Ayres summarizes the 
— brought out in his address as 
follows: 























1. Business prosperity depends on the 
prices of things, of services, and of money, 
and on the relation of each to the others. 

2. When prices are changing, wholesale 
prices move first and most, retail prices 
next, wages next, and rent last and least. 

3. Any considerable change in the general 
price level of other countries is reflected by 
corresponding changes in the price levels of 
this country. We are no longer economi- 
cally independent. The prosperity of each 
country is in part dependent on the pros- 
perity of other countries. 

4. While price inflation and _ reduction 
have been serious here, they have been far 
more violent abroad. We are less hard hit 
in this period of readjustment than is any 
other important nation. 

5. Three times during the past 110 years 
the general wholesale price level has reached 
the 1920 figures. In each of the two previ- 
ous cases the peak of high prices has been 
followed by about thirty years of irregularly 
falling prices and then by about twenty 
years of rising ones. 

6. It is probable that we are entering 
upon an extended period of falling prices, 
broken by occasional shorter periods of 
rising prices. ‘The conduct of business in 
such times presents radically different prob- 
lems from those to which Americans have 
become accustomed during the past quarter 
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century of rising prices and shrinking dol- 
lars. 

7. During times like the present, when 
prices are high but falling, plant extensions 
should be avoided unless greatly needed; 
financing should be on short maturities if 
possible; debts should be paid before the 
dollar gets still more valuable and hence 
harder to secure; the accumulation of stocks 
of raw materials should be avoided; bank 
balances should be built up; bonds should 
be purchased. 

8. So long as the dollar continues to in- 
crease in purchasing power, debts, rents, 
and taxes will be harder to pay. Business 
transactions or investments, through which 
stated sums of money will be received at 
periodic intervals in the future, will prove 
more profitable than present standards 
would lead one to believe, while agreements 
to pay fixed amounts at future dates will 
be more difficult to live up to than present 
conditions and past experience would in- 
dicate. 

9. In ‘the long period of falling prices 
following the Civil War wages declined far 
less than did prices. In that same period 
the productivity of labor greatly increased 
as the mechanical means of production were 
improved. The future course of wages de- 
pends largely on the degree to which the 
per capita output can be increased through 
improvements in management, processes and 
machinery. 

10. ‘he immediate prospect of business at 
any given time can best be judged by study- 
ing the development of business cycles 
which progress through phases of pros- 
perity, forced production, liquidation, and 
readjustment back to a revival of prosper- 
ity. ‘They are most accurately foretold by 
the changes in the market prices of in- 
dustrial securities. At present we are pass- 
ing through the latter stages of liquidation, 
and have entered upon those of readjust- 
ment. 


BUSINESS FAILURES 


The Mid-Month Review of the Irv- 
ing National Bank of New York says 
that “business failures for the first half 
of 1921 were much heavier in the 
United States both in number and in 
total liabilities, than during the corre- 
sponding period of 1920.” 


The failures amounted to 9,010, contrast- 
ing with 2,927 last year, and the total lia- 
bilities, $378,145,552 against $101,200,238 
during the six-month period of 1920. This 
year’s liabilities are more than twice as 
great as those during the first half of any 
previous year in the last four decades. But 


it is worthy of note that both the number 
of failures and the total liabilities were less 
in June than in any previous month of the 
present year. 
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WHAT FOREIGN TRADE MEANS TO 
AMERICA 


In an exceedingly able and interest- 
ing address recently delivered, Melvin 
A. Traylor, president of the First Trust 
and Savings Bank of Chicago, took oc- 
casion to point out certain economic fal- 
lacies that were today threatening the 
prosperity of the nation. After dis- 
cussing some aspects of price inflation 
Mr. Traylor said: 


This brings me to another fallacy: the 
belief that we can set our own house in 
order and prosper without regard as to 
what is happening in Europe and elsewhere. 
The world is all one, economically speaking. 
The disasters of our customers affect not 
merely domestic business, but the same holds 
true in international trade. Our export 
trade represents, perhaps, less than five per 
cent. of the total business done in this 
country, but I need not tell a group of busi- 
ness men that five per cent. is about all the 
difference there is between success and fail- 
ure in most business, and moreover, if we 
speak of five per cent., this, as I have in- 
dicated, applies to all business, whereas in 
some of our fundamental industries the 
proportion is vastly greater. We must ship 
between 250 and 300 million bushels of 
wheat abroad every year, and of our aver- 
age cotton crop of eleven to twelve mil- 
lion bales it is necessary for us to export 
about six million bales. Here in Chicago 
we know that our packers in order to be 
successful must sell large quantities of their 
products to foreign countries. Thus most 
of the things that we export and that we 
must export represent the fundamental in- 
dustry of our country, agriculture, because, 
after all, about half of our population is 
still engaged in the cultivation of our soil, 
in one way or another. If one-half of the 
population must sell a large part of its 
produce abroad in order not to have the 
domestic supply far exceed the demand, then 
how can you expect business in the country 
at large to be successful, if this half of 
the population is unable to buy in a normal 
way because it finds itself surfeited with 
its products, owing to the fact that the rest 
of the world, though needing the products 
as much as ever, does not have the means 
with which to pay for them? How can any- 
one then speak of the necessity of attending 
to our own business and letting the rest 
of the world take care of itself? It sounds 
so well to say, “America First,” and all of 
us believe in America First, but we do not 
serve America first if we believe that our 
business conditions can be righted by allow- 
ing ourselves-—-pardon the expression—to 
stew in our own juice. Continuing our 
speculation, it is clear to any reasoning per- 
son that we shall assist ourselves most by 
assisting others, by making our customers 
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solvent again, thereby making it possible for 
them to occupy a normal place in inter- 
national trade. “America First,” then, will 
mean not a shortsighted policy of refusing 
credit to foreign countries, but will mean 
the granting of credit under safe and tried 
conditions to those regions of the world 
with which we must do business, in order to 
succeed ourselves. This is the true “Amer- 
ica First.” The British know this well, and 
they have extended credit not merely to 
countries like Czechoslovakia and Jugo- 
slavia, which undoubtedly will be able to 
repay, but even to soviet Russia, though 
loans to that region of the world are at- 
tended with considerable risk. But the 
British business men, made wise by the ex- 
perience of hundreds of years in interna- 
tional trade, realize that to have Great Brit- 
ain first in the world it is necessary for 
Great Britain to have countries with which 
to do business. 

We shall find it necessary ultimately to 
extend credits to Europe in some way or 
other, in order that Europe may again buy 
from us. Europe has used up its liquid 


assets, and the credits which we shall have 
to extend will have to be based on the fixed 
assets of Europe, just as European coun- 
tries lent us money after the Civil War 
upon our fixed assets. Our South especially 
owes much to British, Dutch, German and 
French capital, which took mortgages on 





farms in order to enable the southern cot- 
ton growers to plant again. Not only the 
southern cotton farmer but also our rail- 
roads and many of our other industries were 
developed by means of permanent invest- 
ments made by foreigners in this country. 
I do not believe that we should go into this 
helter-skelter, and I do not believe that we 
have done so. The proposal to found a 
large foreign trade financing corporation, 
which under proper safeguards will be able 
to issue debentures based upon collateral in 
the form of fixed assets, is not an untried 
scheme. It follows the methods employed 
by the Dutch, Scotch and Swiss investment 
trusts, which in this way were able to utilize 
the savings of the small investor, lend them 
to foreign countries, and thus aid in build- 
ing up their domestic business. In none of 
this was there any desire to be altruistic, 
for in all such matters the best for every- 
body in the long run is a healthy selfishness 
—a selfishness, however, which is guided by 
intelligence and foresight. We should be 
wrong if we continued to lend money to 
foreign governments indiscriminately and 
without requiring from these governments 
some assurance that the money which we 
lent was not to be used for increasing arma- 
ments and furthering militaristic enter- 
prises. We need not exact from them a 
promise that all such money lent by us is 
to be spent in this country, for directly or 
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indirectly much of the money lent will come 
back to us in any event. We should make 
it possible for foreign countries to buy 
from us those things which our genius for 
mass production enables us to produce more 
cheaply and better than they, taking in re- 
turn those things which their genius en- 
ables them to produce to better advantage 
than we can. 

You will understand that if I refer in 
this connection to the tariff, I have no de- 
sire to make any partisan plea for or 
against any particular tariff measure, but 
it seems to me that we have reached a stage 
in our development where it may be well 
for us and our legislators to consider care- 
fully whether it is not better to pass gen- 
eral ordinances, with suitable provisions 
against “dumping” and similar undesirable 
practices, permitting administrative officials 
to work out the details, rather than to at- 
tempt to protect every industry in the coun- 
try by means of exorbitant import duties 
and perhaps thereby ultimately weakening 
the foundations of our whole prosperity. 
Those industries which are necessary for 
the national defense and the national wel- 
fare should be protected by all means 
against foreign competition, but we cannot 
hope to produce everything ourselves and 
do nothing but sell and never buy. As I 
have tried to show, we are dependent upon 
foreign trade for the prosperity of nearly 
half of our population, and if the peoples 
who buy the products of our soil from us 
are to be made prosperous, so that they 
may be in a position to buy, then it will be 
necessary for them also to sell some of their 
products to us. We speak of becoming a 
world power, the financial center of the 
world, but we can never hope to maintain 
this position unless we learn the lesson that 
international trade consists not merely of 
selling, but has also the element of buying 
as a necessary part. 


WHAT ONE BANK THINKS ABOUT 
THE TARIFF 


The Guaranty Survey, the monthly 
review of the Guaranty Trust Company 
of New York says in its current issue: 


Congress should devete serious thought 
to the ultimate effect on our commerce and 
industry of a highly protective tariff, be- 
fore placing such a measure on our statute 
books. Consideration should be given to the 
effect of a high tariff not only upon par- 
ticular industries, but upon the welfare of 
the country as a whole. We should not 
lose sight of the difference between condi- 
tions now and conditions when the Payne- 
Aldrich law was enacted. The effect of the 
adoption of a high protective tariff today 
may be quite unlike the effect of the adop- 
tion of the Payne-Aldrich law and similar 
measures passed before the war. 

Prior to the war, the United States was 
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a debtor nation and comparatively little 
thought was given to the effect of a pro- 
tective tariff on our export trade. Today, 
an altogether different situation obtains and 
the adoption of a tariff law with rates high 
enough to interfere seriously with our ex- 
port trade is destined to cause serious in- 
jury to our commercial and industrial life. 

It is estimated that prior to the begin- 
ning of the war European capital was in- 
vested in American securities to the ap- 
proximate amount of $6,000,000,000. The 
net payments of interest and dividends on 
this capital, after deducting the amount 
owed to citizens of the United States on 
account of their foreign investments, re- 
quired the annual remittance abroad of be- 
tween $175,000,000 and $225,000,000. Other 
payments, such as expenditures of American 
tourists, remittances by immigrants, freight, 
insurance, etc., brought the total up to 
about $500,000,000. In order that these 
payments might be met, it was necessary 
that our merchandise exports should exceed 
our imports by approximately the same 
amount. And, in fact, the average excess 
of exports over imports for the years 1911 
to 1914, inclusive, amounted to approximate- 
ly $550,000,000. 

Our prewar status has been completely 
reversed. From 1915 to 1917, inclusive, the 
demand of European nations for our goods 
was so great that at the time of our en- 
trance into the war our indebtedness to 
European investors had been more than bal- 
anced by the excess of our exports over im- 
ports. After we entered the war we loaned 
approximately $10,000,000,000 to the Allies, 
but up to the present time they have not 
been able to pay even the accumulated in- 
terest thereon. In addition to this amount, 
we put billions more at the disposal of Eu- 
rope through the repurchase of large quanti- 
ties of American securities held there and 
by large private investments in foreign cur- 
rency and dollar bonds, as well as short- 
term export credits. 

The United States has thus become the 
leading creditor nation, and as soon as for- 
eign governments are prepared to pay in- 
terest on their indebtedness, we shall be en- 
titled to receive more than $500,000,000 an- 
nual interest payments from abroad. While 
this amount may be offset in considerable 
degree by tourists’ expenditures, freights, 
insurances, ete., the balance is bound to be 
in our favor, even though no part of the 
principal is paid. A change in the relation 
of our exports to our imports or the re- 
investment abroad of large capital sums 
must be expected if Europe’s debt to us 
is to be liquidated. While it is true that 
the date of such liquidation may be tem- 
porarily postponed through the extension of 
credits and the adoption of similar devices, 
it is, nevertheless, true that the debt must 
be paid eventually in goods, or not at all. 

It is, of course, important that the high- 
volume of export trade should be main- 
tained if we are to have normal production 
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in our mines and factories and on our 
farms, and if we are not to be forced to 
scrap a large part of our new productive 
equipment. But an increase in imports does 
not necessititate a corresponding decrease 
in exports. It is entirely possible that the 
present relation between exports and im- 
ports may be reversed without in any way 
decreasing the volume of exports. We can 
buy more without selling less and thereby 
enable our European debtors to pay off 
their obligations without crippling our in- 
dustries or decreasing our national wealth 
in order to do so. A study of the develop- 
ment of foreign trade in many European 
countries will show this to be true. 

During the last few years we have in- 
creased our production of many commodi- 
ties far beyond our own capacity to con- 
sume and we have been developing foreign 
markets, especially in Latin-America, to ab- 
sorb this surplus. From such markets we 
import many articles, some of which are 
not produced in this country. If we now 
limit the importation of those goods by high 
tariffs, we should do irreparable harm to 
our export trade by preventing the free 
exchange of those commodities which our 
customers have to offer in payment for what 
they purchase from us. 

The business stagnation of today is not 
due, as some advocates of high protective 
duties assert, to a flood of foreign goods 
competing with the produce of our own 
fields and factories. Moreover, in large 
part our imports are non-competitive goods, 
and it is in industries represented by some 
of these, such as coffee and rubber, in which 
Stagnation is most pronounced at the pres- 
ent time. Although it is estimated that our 
export trade constitutes but about ten per 
cent. of the total trade of the country, it 
is commonly looked upon as the outlet for 
our surplus productive capacity of agricul- 
ture, transportation and manufacture and 
as a stabilizer of business. A healthy and 
prosperous foreign trade has become of in- 
creased importance to a great many of our 
citizens. It is consequently of serious 
domestic concern. 

While it is possible that a high, protective 
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tariff on some articles may be proper, there 
is surely nothing in our economic situation 
which justifies the adoption of a general 
tariff policy that will, in effect, erect a bar- 
rier around our ports and isolate us com- 
mercially. 


THE POSITION OF THE FARMER 


The July letter of the First Wiscon- 
sin National Bank says: 


In general, this is an average crop year. 
The statement has frequently been made of 
late that this year’s crops are being pro- 
duced more cheaply than last year’s; and 
from this it has been deducted that the 
farmer will be a better buying factor this 
fall and winter. Certain data from Wis- 
consin sources throw some light on this 
question. The decline in the price of farm 
labor between this year and last is about 
thirty-three per cent. for hands hired by 
the month and thirty-five per cent. for those 
hired by the season. Labor is probably the 
heaviest single cost item in the raising of 
farm crops, amounting to forty-nine per 
cent. of total cost for corn, thirty-five per 
cent for clover and twenty-three per cent. 
for oats. Seed for corn constitutes two per 
cent. of total cost, for wheat 9.3 per cent. 
for oats 9.1 per cent. and for clover 7.3 
per cent. The following table shows the 
decline in seed cost between 1920 and 1921 
for several leading crops: 


Per 
Price Price cent. 


Crop Month 1921 1920 decrease 
Wheat.........March $1.31 $2.22 41. 
Corn .... -63 1.74 64. 











Rye... J 1.19 1.60 25.6 
an 37 97 ~=«62. 
Barley — i 58 149 61. 
Potatoes 43 3.80 88.6 
Clover seed..March 12.20 34.50 64.6 
Timothy 

icc March 3.75 7.00 46.4 


In the case of labor and seed, which 
account for from thirty-two to fifty-one per 
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cent. of total costs depending on the crop, 
there have been very marked reductions in 
cost. But interest and taxes have not de- 
clined and prices of farm machinery rela- 
tively little. Many farmers bought or 
rented land at fictitious values or bought 
farm implements at top prices. These far- 
mers are in a less favorable position this 
year than those who acquired their land be- 
fore the period of inflation or those who are 
using farm implements purchased at lower 
prices than prevailed in the last two years. 
The conclusion is that lower costs for labor 
and seed will benefit the farmers in varying 
degrees. 

Finally, we have to remember that farm 
crops are selling at prices which are rela- 
tively much lower than retail prices. The 
cost of living has fallen since July last about 
twenty-two per cent. while market prices 
of farm products are down, on the average, 
fifty-two per cent. from their maximum. 
Unless crop prices make some advances or 
retail prices fall substantially lower, the 
benefit to farmers of lower labor and seed 
costs may not be as great as first thought. 
It may not be doubted that the condition 
of the farmers will show improvement this 
fall, but it is possible to be too sanguine 
about the farmer’s buying power. 


THE CREDIT SITUATION 


That there is at present available a 
larger volume of bank credit than busi- 
ness requires is the opinion of the Na- 
tional Bank of Commerce in New York. 
The bank recently stated: 


Failure to recognize the passing of the 
period of insufficient credit has resulted 
from lack of recognition of the fact that for 
a long time the credit shortage has been 
apparent rather than real and due in large 
part to the unsatisfactory character of some 
of the risks offered. There is now no bank 
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credit available for operations designed to 
hold prices at fictitious levels. Orderly or- 
ganized marketing, if fair, succeeds, but 
attempts to hold prices above the levels 
determined by international supply and de- 
mand are certain eventually to fail. Ameri- 
can business and government alike have 
thus far kept clear of entanglements of this 
character, but even so, American business 
cannot avoid their indirect effects. Valori- 
zation schemes providing for indefinite 
holding for arbitrary prices of such com- 
modities as wool, silk, coffee, sisal and 
sugar, if successful, would involve the pur- 
chase by American consumers of raw mate- 
rials at levels likely to involve ultimate 
loss, and as long as these plans contemplate 
the maintenance of an artificial price they 
cannot be regarded in consideration of cred- 
it risks. 

Some businesses have found difficulty in 
getting what they have felt to be a fair 
line of credit. This has been because of a 
desire to operate on a basis of inventories 
of raw materials and goods not yet written 
down or because in these instances heavy 
investments have been made in plant and 
equipment at inflated prices. In such cases 
they are not yet willing to admit that they 
will have to take their losses and adjust 
their operations to make profits on real 
values only. 

Although occasional failure to secure de- 
sired credit accommodations has served to 
keep alive the impression that there is a 
shortage of bank credit, the truth is that 
there is now available a volume of credit 
larger than present business requires. The 
main requisite for a return toward normal 
conditions is the will to try for business 
on a level where it can be had. 


BUSINESS RECOVERY STILL FAR OFF 


The First National Bank of Boston 
says in its July New England letter: 


Midsummer this year is marked by more 
than the usual seasonal sluggishness in 
business. Frankly, the much hoped for re- 
vival in trade has failed to materialize and 
expectations of an active fall period are be- 
ing expressed by fewer and fewer people 
as time goes on. As the third year since 
the armistice approaches its end, it is being 
recognized more clearly that complete de- 
flation and a return to normal conditions 
are matters of a number of years instead of 
months, and that in spite of great and con- 
tinuing progress toward the goal, the com- 
plete readjustment of industry and finance 
is still very far ahead of us. The most 
encouraging feature at present lies in the 
steady improvement in the banking situa- 
tion. The Federal Reserve percentage has 
gained a very satisfactory level and the 
June 30 statements of individual banks to 
the Comptroller show marked improvement 
in condition, including some of the impor- 
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tant banks in the large centers, where the 
strain has been greatest. The money situa- 
tion at last is actually easier, as already 
reflected in slightly lower rates. While col- 
lections are poor and while the procession 
of failures and bank committees still goes 
on, the financial atmosphere is distinctly 
better, and furnishes the absolutely neces- 
sary foundation on which the rebuilding of 
business may go forward. The agricultural 
community, perhaps one-third of our popu- 
lation, has had its purchasing power cut 
virtually in two as a result of the fall in 
the prices of its products, without corre- 
sponding reductions in the prices of most 
things which it buys. Healthy business can- 
not be expected and is not being realized 
under these conditions. Add to this loss 
restricted buying power of the several mil- 
lion unemployed and it is not hard to ac- 
count for the present depression. Although 
retail trade, especially in cities of size, is 
holding up well both in dollars and quanti- 
ties, raw material dealers, manufacturers 
and wholesalers, sensing further declines or 
uncertain buying, and appreciating the diffi- 
culties in operating at a profit, are reduc- 
ing their commitments to a minimum. The 
steel industry during the month has cut 
both prices and wages and has begun its 
period of deflation, but thus far increase 
in buying has not resulted and production 
percentage is at the lowest point in history. 
The woolen and worsted industry is at the 
moment doing quite well, as are certain cot- 
ton specialties, but ordinary print cloth 
mills are confronted with the problem of 
running part time at a loss to maintain or- 
ganization or to cease operations altogether. 
The question of further wage reductions 
may have to be dealt with shortly unless 
the situation improves. The hide, shoe and 
leather trades are seasonably more active, 
but as in many New England manufactur- 
ing lines, heavy overhead spread over small 
procuction spells little or no profit. While 
every day progress is being made and vari- 
ous betterments in the situation are being 
accomplished, it is idle to shut our eyes to 
the fact that a very considerable period of 
careful tedious reconstruction work has yet 
to be done. This period of recuperation is 
affected adversely by the less fortunate 
position of countries abroad. Even Great 
Britain, in a comparatively strong situation, 
produces only a small percentage of its food 
requirements and relies on a languishing 
foreign trade for the balance. Taking con- 
ditions as a whole, it is only fair to recog- 
nize that enormous strides have already suc- 
cessfully been made in readjusting matters, 
after the world catastrophe—likewise it is 
equally fair to realize that much remains 
to be done, requiring a great deal of time, 
as well as patience, labor and economy. 


THE FUTURE OF OUR EXPORT TRADE 


R. S. Hecht, president of the Hi- 
bernia Bank and Trust Company of 
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New Orleans has recently returned 
from Europe. As to the future of our 
export trade he stated in an interview: 


The depreciation of all foreign currencies 
as compared with the dollar is proving a 
serious barrier to our export trade and is 
more effective than any tariff these foreign 
nations could enact against us. 

With all I look for a steady continued ex- 
port movement of our raw materials such 
as cotton, naval stores, coffee, etc., and 
our foodstuffs, because all of these are in- 
dispensable for the European nations, and, 
poor as they are, they always seem to man- 
age to finance such shipments without seri- 
ous difficulty. 

I am much less optimistic, however, about 
the future volume of our export trade in 
manufactured products, especially those in 
which the labor cost makes up a consider- 
able percentage of the total price. Labor 
with us has always been better paid than 
anywhere, but the difference was not suffi- 
cient to prevent us from competing success- 
fully with most of the European nations. 

However, an entirely new factor has now 
been added which I fear will enable other 
nations to underbid us in the world’s mar- 
kets, and will cause us to lose some of the 
temporary advantage we gained in the ex- 
port business during the war. That unfav- 
orable factor is the status of the interna- 
tional exchanges. 
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The best illustration I can use is to quote 
the example of Germany. Before the war 
a German skilled mechanic received about 
eight marks a day, whereas he now re- 
ceives about sixty-four marks a day, which 
constitutes, a fair living wage under pres- 
ent conditions in that country. But sixty- 
four marks converted into dollars at the 
present rate of exchange is only about 86 
cents, whereas a workman of the same type 
gets at least $8 a day in America. 

There lies the explanation of Germany’s 
ability to underbid us in the world’s market, 
and the same, of course, applies to the other 
European nations whose currency has de- 
preciated so much in comparison with our 
own. 

The fact that the dollar commands a big 
premium may look like an unmixed bless- 
ing to the tourist, who now gets 1214, francs 
for the dollar where he formerly received 
five frances, or to the American soldier in 
Coblenz, whose $30 a month gives him about 
2,100 marks in Germany money (which 
formerly would have been about 125 marks) 
but in reality it is a double-edged sword 
which cuts both ways and _ will perhaps 
cause us to lose the commercial foothold we 
gained in certain countries during the war. 

Ordinary tariff measures and even anti- 
dumping laws will scarcely suffice to over- 
come this difficulty, and whether we like it 
or not we must take an active interest in 
the economic readjustment of Europe. 
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EASTERN STATES 


EQUITABLE TRUST PUBLISHES 
NEW HOUSE ORGAN 


Coincident with the celebration of the fif- 
tieth anniversary of the Equitable Trust 
Company of New York, this organization 
has issued the initial number of The Equit- 
able Envoy, a monthly house organ. The 
editors of this new magazine are Arthur 
M. DeBebian, advertising director of the 
company and Miss Alice Timoney. The 
purpose of this little magazine is to bring 
the members of the Equitable organization 
into a closer and more intimate business 
relationship. 

The following is quoted from an editorial 
appearing in the initial issue which further 
defines -the purpose and ideals of the pub- 
lication. 

“The coming of the Envoy marks a new 
era in the affairs of the personnel of the 
Equitable Trust Company. Quietly and ef- 
fectively as an institution, we have borne 
our share of the financial burdens of our 
country. We have prospered and grown 
because we have measured up to the re- 
sponsibilities which have been entrusted to 
our care. 

“Because we have all pulled together with 
loyal cooperation from the very beginning 
this has been accomplished, and we have 
gained our reward in the associations with 
our fellows which have grown from our 
work. 

“One penalty of growth, however, is a 
diminishing of these contacts which mean so 
much to us all. It is to guard against our 
becoming divided into the small units of 
our several departments and, in that divi- 
sion, forgetting that we are a part of a 
large harmonious whole, that this magazine 
has been founded. 

“The heritage of our early years must not 
be lost. We who, in a sense, now stand 
at the boundary of the old and the new 
must cherish and perpetuate the spirit of 
work and fellowship which has inspired our 
success. 

“To this end we dedicate our magazine.” 

The magazine is handsomely printed and 
enlivened with many attractive half-tones 
While not presumptu- 
ous enough to comment upon the splendid 
career of Alvin W. Krech, president of the 
company, the editors have published as a 
foreward a charming appreciation of the 
company’s beloved chief. 


and line drawings. 
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The Oldest Bank 


in America 


(CHARTERED by the Conti- 
nental Congress in | 781, the 
Bank of North America is the 
oldest bank in the country, the 
period of its existence spanning the 
entire history of the nation since the 
close of the War of Independence. 


Today with Capital of $1,000,- 
000, Surplus and Undivided 
Profits of $2,375,000 and Total 
Resources of over $35,000,- 
000, this bank is better prepared 
than ever to fill its important place 
among the great financial institu- 
tions of the United States. 


President 
E. PUSEY PASSMORE 


Vice-President 
RICHARD S. McKINLEY 


Cashier 
E. S. KROMER 


Assistant Cashier 
WILLIAM J. MURPHY 


Assistant Cashier 
CHARLES M. PRINCE 


Assistant Cashier 
JOHN W. WHITING 


THE BANK OF 
NORTH AMERICA 


(NATIONAL BANK) 
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Country Banking Service 
In New York 


Down here, opposite City Hall, in the 
heart of the world’s greatest wholesale 
district, you will find the same neighborly, 
friendly spirit as in your home town. 
og of our officers come from towns 
just like yours, and therefore appreciate 
your point of view. Write us about your 
problems, or better still, come in and talk 
them over. 


ATLANTIC 


National Bank 
257 Broadway-Opposite City Hall 


NEW YORK CITY 
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ARCHIBALD C. FALCONER JOINS 
MANUFACTURERS TRUST 
COMPANY 


Archibald C. Falconer, who for thirteen 
years has been with the banking firm of 
Goldman, Sachs and Company, in active 
charge of their foreign and domestic credits, 
and who is nationally known as one of the 


best credit men in the country, has ac- 
cepted a position as a vice-president of the 
Manufacturers Trust Company, Brooklyn 
and New York. For the present Mr. Fal- 
coner will be located at the West Side 
office of the company, Eighth avenue and 
Thirty-fourth street, as an associate of 
Henry C. Von Elm, vice-president in charge 
of that office, and will have special credit 
duties assigned to him by the president. It 
is said of Mr. Falconer that he is familiar 
with every commercial paper name sold by 
brokers throughout the United States. 

With the advent of Mr. Falconer, the 
Manufacturers Trust Company establishes 
the precedent of a credit council of five ex- 
perienced credit men, composed of Henry 
C. Von Elm, Archibald C. Falconer, Fred- 
erick W. Bruchhauser, Arthur T. Miner and 
Herman A. Kultzow, who will hold confer- 
ences and make recommendations on im- 
portant credits. Probably no institution in 
the city will have a better equipped credit 
organization with wider experience than the 
five men mentioned here. 


FORDNEY TARIFF BILLS 
The New York Commercial has reprinted 
in pamphlet form the Fordney Tariff Bill 
from the original text and is willing to send 
one to any interested applicant. 


UNITED STATES MORTGAGE AND 
TRUST COMPANY 

At a meeting of the board of directors 
of the United States Mortgage and Trust 
Company, New York, the regular quarterly 
dividend of six per cent. was declared pay- 
able June 30 to stockholders of record 
June 25. 

At the same time, subject to authoriza- 
tion by the stockholders at a special meeting 
to be called for the purpose, the board de- 











The United States Mortgage and Trust Company entertained a party on its annual outing up the Hudson 


River on June 25, aboard the ““Cepheus,”’ of the Iron Steamboat Line. The guests included officers 
and employees of the company and of the United States Safe Deposit Company. A buffet supper 
was served by Sherry and music was furnished by Ridgely’s 69th Regiment Band. 
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OOKING through the Magnify- 
ing Glass of Knowledge and 


Experience, the trained eye of 
~ the Collins specialist discerns possibili- 
ties for profitable new business in every 
banker’s field of operation. 


And the methods of the Collins organization are de- 
= 
signed to turn this potential new business into actual 


business on the books of banker-clients. 


An analysis of your banking situation by our 


specialists will clear the way for bigger business for 


- your institution. 





The Coll 1 : 


PHILADELPHIA 








clared a stock dividend of fifty per cent., 
payable out of surplus. This will increase 
the capital stock from $2,000,000 to 
$3,000,000. 


SEABOARD NATIONAL BANK OF 
NEW YORK 
The statement of condition of the Sea- 
board National Bank of New York at June 
30, 1921, showed total resources of $67,- 
184,992.04, surplus and profits $4,829,875.78 
and deposits, $52,529,045.61. 


JAMES DODD 


James Dodd, vice-president of the New 
York Trust Company, has been elected a 
director and member of the executive com- 
mittee of the Tait Paper and Color Indus- 
tries. 


REPORT OF THE GUARANTY TRUST 
COMPANY 


The Guaranty Trust Company of New 
York has issued a condensed statement as 
of June 30, showing total resources of $729,- 
006,336.60, with capital, surplus and undi- 
vided profits aggregating $55,545,372.84, 
and deposits of $534,460,674.33. Substantial 


reductions are noted in the company’s re- 
discounts with the Federal Reserve Bank, 
now aggregating $46,311,355.51, as com- 
pared with $85,489,945.09 on February 28 
of this year, the date of the company’s last 
previous statement, and present outstand- 
ing acceptances in New York and foreign 
offices of $34,595,477.70, as compared with 
$55,731,926.48 on February 28. The figure 
of undivided profits of $5,545,372.84 is ar- 
rived at after charging off determined losses 
and setting aside reserves for future con- 
tingencies. 

Comparative figures of the undivided 
profits account of the company as of June 
30 for the last three years are given as 
follows: 


June 30, 1920 —............... $8,260,509,24 


June 30, 1919 4,479,876.83 
June 3, 1916 —............ 1,815,361.51 





The statement shows cash resources of 
$146,009,560.77. 


PUBLIC NATIONAL BANK 


The Public National Bank of New York 
has transferred $500,000 from undivided 
profits to surplus, making capital and sur- 
plus $6,000,000 and resources $90,000,000. 
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Audits «4 Systems 
for Banks 


Our specialty is con- 
ducting efficient and 
thorough bank and com- 
mercial audits, and the 
installation of account- 
ing systems for banks, 






trust companies, and 
foreign exchange de- 
partments. 





| McArdle, | 
-Djorup & McArdle | 
| 42 Broadway, New York | 























CORN EXCHANGE OPENS AN 
INVESTMENT DEPARTMENT 

The Corn Exchange Bank of New York 
has announced that an investment depart- 
ment has been organized to give advice to 
the bank’s clients on stocks and bonds. 

The bank’s announcement said: “The 
Corn Exchange Bank, with the view of as- 
sisting its depositors and friends to make 
investments of their surplus funds, has or- 
ganized an investment department through 
which they will supply the best obtainable 
information as to bonds and stocks, United 
States, state and municipal securities, bonds 
and mortgages. The bank recognizes the 
necessity of good counsel in these disturbed 
times. It should be distinctly understood 
that this is not a movement to dispose of 
any securities that the bank has on hand 
or wishes to sell, but an organized effort to 
place at the use of its depositors the very 
best information possible.” 


PRESIDENT HARDING RECEIVES 
GIFT OF CABINET CHAIR 
President Harding was presented recent- 
ly with an “editorial chair,” to be placed in 
the Cabinet room at the White House. The 
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gift was from six hundred members of the 
newspaper profession as “a true token of 
esteem of newspaper men to a newspaper 
man who has been honored with the highest 
office in the world.” 

The new chair, which takes the place of 
one which Mr. Wilson took with him as the 
gift of his Cabinet when he left the White 
House, is fashioned from a rib of the 
schooner Revenge of the American fleet in 
the Revolution. It is of dark oak with a 
natural polish. The chair was designed by 
Alfred C. Bossom, and the wood was 
donated by Stephen H. P. Pell. The crafts- 
manship is by Eli Benman Company, and 
the carving by Ulysses Ritzl. 

The only ornamentation is an American 





Cabinet chair, designed by Alfred C. Bossom, pre- 
sented to President Harding by the editors of 
the country 


eagle at the top, signifying the Government, 
and underneath this, flanking an_ inscrip- 
plate, two carvings symbolizing collection 
and distribution of the news. At the left 
is a hand grasping the lightning, and on 
the right a woman’s head with a trumpet. 

The inscription says: “Presented to War- 
ren Gamaliel Harding by fellow members 
of the Fourth Estate, to commemorate his 
elevation to the Presidency of the United 
States, March 5, 1921.” 


BANK OFFICIAL URGES ATHLETES 
TO APPLY CLEAN COMPETITION 
TO BUSINESS 
The baseball team holding the baseball 
championship for the Bronx public schools 
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was awarded the Bernard K. Marcus tro- 
phy, a handsome silver cup, at the gradua- 
tion exercises on June 25 of Public School 
No. 10, One Hundred and Sixty-third street 
and Eagle avenue. In presenting the trophy 
Mr. Marcus, who is vice-president of the 
Bank of United States, New York, urged 
the players to enter business life with the 
same determination to win through clean 
competition that they had displayed in their 
school contests. The Bank of United States 
has installed at its new Bronx branch, 
Southern Boulevard and Freeman street, 
a women’s department modelled on the very 
successful department that has been main- 
tained during the past year at the main of- 
fices, Fifth avenue and Thirty-second street. 


CHANGES IN HEADS OF BUFFALO 
BANK 


At the annual meeting of the stockholders 
of the Buffalo Trust Company, Myron S. 
Hall, who has been president, was elected 
chairman of the board, and George F. Rand, 
Jr., was elected president. 

The stockholders also elected the follow- 
ing board of trustees: 

Edward H. Butler, Le Grande S. De Graff, 
Joseph P. Fell, Frank H. Goodyear, Myron 
S. Hall, William R. Huntley, George A. 
Keller, Edwin C. Klinck, Seymour H. 
Knox, Edwin S. Miller, Roland Lord 
O’Brian, George F. Rand, Jr., Charles R. 
Robinson, Dexter P. Rumsey, J. F. Schoell- 
kopf, Jr., Eugene Tanke, John C. Trefts. 

Mr. Hall began his banking career in 
Buffalo with the Fidelity Trust Company. 
Under Mr. Hall’s management the Buffalo 
Trust Company, formerly the Buffalo Loan, 
Trust and Safe Deposit Company of Buf- 
falo, has grown from an institution with 
total resources of $3,000,000 to its present 
position with total resources of nearly 
$20,000,000. 

Mr. Hall’s election as chairman of the 
board will not in any way change his active 
duties as chief executive of the bank. 

George F. Rand, Jr., who becomes presi- 
dent of the Buffalo Trust Company, has re- 
signed his position as vice-president of the 
Marine ‘Trust Company. 

In speaking of the action of the stock- 
holders, Mr. Hall said: 

“There should be no misconception as to 
what has been accomplished today. The 
}u‘¥alo Trust Company has not in any sense 
come a party to any merger with any 
other financial institution. 

“We have only completed certain definite 
plans and policies which I have had con- 
stantly in mind and those plans were to 
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HIS BANK offers com- 
plete facilities for the 
transaction of every kind 
of banking business. 


Collections made promptly and 
on favorable terms on every 


part of the world 


Foreign Exchange Bought 
and Sold 


Commercial and Travelers’ 
Letters of Credit 


Correspondence and 
inquiries invited 
Capital - $3,000,000 

Surplus and 
Profits - 8,000,000 


E. F. SHANBACKER 
President 
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Merchants need 
National Cash Registers 
now more than ever before 





@ They stop mistakes. 

@) They stop losses. 

@) They decrease expenses. 
@ They improve trade. 

©) They increase profits. 


We make cash registers for every line of business. 


Priced $75 and up. 


Easy payments. Liberal allowances for old registers. 
Old registers bought, sold, repaired, and exchanged. 


NATIONAL 


CASH REGISTER CoO. 


DAYTON, OHIO. 





























SQUAT 


The appearance of a Deposit Book 


influences a new depositor 





RE the Deposit Books you are handing 
to your patrons suggestive of the char- 
acter of your Bank? These books, together 
with your checks, are a constant reminder 
of your bank and should be planned accord- 
ingly. 
Deposit Books made by William Mann Com- 
pany are of the finest quality and reflect 
strength, dignity and refinement. 


Due to the high cost of leather, we recom- 
mend that you have your Deposit Books 
bound in Mancotine—an imitation leather 
which does not in any way detract from the 
appearance or quality. Samples and prices 
gladly submitted. 

Blank Books—Bound and Loose Leaf— 


Lithographing, oe Engraving, 
Office Stationery and Supplies 


WILLIAM MANN COMPANY 


PHILADELPHIA 
FOUNDED IN 1848 


New York Offices: 261 Broadway 
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make the Buffalo Trust Company a great, NEW JERSEY BANKERS AS- 





strong financial institution; a material force SOCIATION 
for the upbuilding of the commercial and 
industrial life of Buffalo—always construc- 
tive and helpful and more especially a bank 


for the young men of accomplishment in 


Ray E. Mayham, comptroller of the West- 
side Trust Company, Newark, N. J., Wil- 
liam KE. Walter, vice-president, United 
States Trust Company, Paterson, N. J. and 





the city. 

In editorial comment on the bank’s prog- 
ress, the Buffalo Evening News said: 

An announcement that promises expan- 
sion of a banking institution like the Buf- 
falo Trust Company, the oldest of ‘its kind 
in Western New York, is the best of good 
news. In the last few years, it has grown 
from a bank with resources of $3,000,000 
to one commanding $20,000,000; all this un- 
der the presidency of Myron S. Hall. 

In order to be better prepared to meet 
the increasing demands upon it, the execu- 
tive organization has been enlarged. That 
the institution may have the best benefit of 
Mr. Hall’s seasoned judgment and ability, 
the stockholders have elected him chairman 
of the board of trustees and have strength- 
ened his hands by enlisting for him the serv- 
ices of George F. Rand, Jr. as president. 

oth are conservative and constructive 
business men. The Buffalo Trust Company 
thus admirably increases its power for serv- 
ice to the community. 


Henry Steneck, vice-president, Steneck 
Trust Company, Hoboken, N. J., have been 
appointed a committee on foreign banking 
of the New Jersey Bankers Association. 


Mr. Mayham is chairman and Mr. Walter, 
secretary. 


PITTSBURGH BANKS PLAN 
MERGER 


Announcement has been made by Law- 
rence EK. Sands, president of the First Na- 
tional Bank, and Robert Wardrop, presi- 
dent of the People’s Savings and Trust 
Company, both of Pittsburgh, Pa., that 
details have been worked out for com- 
bining the banks which, when consum- 
mated, will give Pittsburgh a _ banking 
institution ranking in strength and size 
with the leading banks of this country. 

According to the plan, as proposed in a 
letter jointly to stockholders of the First 
National Bank and of the People’s Savings 
and Trust Company, the latter owning also 
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Boston Notes 
and Drafts 


Average Deposits, about 


Chairman of the Board 
AMORY ELIOT 


the People’s National Bank, the First Na- 
tional will absorb the People’s National 
and will continue the combined business of 
both institutions, under the name of “First 
National Bank at Pittsburgh,” in its pres- 
ent location at the corner of Fifth avenue 
and Wood street. 

The executive officers and clerical forces 
of both institutions will be retained. 

There will be a meeting of the stock- 
holders of the First National Bank to vote 
on the question of increasing the capital of 
the bank from $4,000,000 to $5,000,000, or 
10,000 additional shares. 

The board of directors of the First Na- 
tional is to be increased from thirteen to 
twenty-five members by the addition of the 
Peoples’ National directors. The members 
of the First National board are to be added 
to the board of People’s Savings and Trust 
Company. 


INDUSTRIAL CONDITIONS IN 
PITTSBURGH 


The Peoples National Bank of Pittsburgh 
says in its July first letter: 

“Based on a composite average of the 
leading lines of activity in Pittsburgh dis- 
trict for June, industry is moving at slightly 
under forty per cent. of capacity. This is 
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We will render Prompt and Economical Service, thoroughly satisfactory to 
you, and what is most important, PLEASING TO YOUR DEPOSITORS. 
Credit Service 
We maintain a most comprehensive credit file on New England names and endeavor 

to write our correspondents detailed and helpful credit letters. 


A Strong Bank of Dependable Service 
Established 1833 
Capital, Surplus and Profits : ‘ 
President 
RAYMOND B. COX 


Vice-President and Cashier 
JOSEPH L. FOSTER 


WEBSTER 


AND 
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NATIONAL BANK 


OF BOSTON 


ser amen 

















$2,700,000 
12,000,000 


Vice-President 
EDWARD M. HOWLAND 


perhaps slightly higher than  subjoining 
fields, where conditions are much more un- 
satisfactory. The fact that the immediate 
Pittsburgh field is more favored in respect 
to trade is largely due to the lower costs 
and greater economies of operation at this 
point.” 


UNION NATIONAL BANK OF 
PHILADELPHIA 


Total resources of the Union National 
Bank of Philadelphia, Pa. at June 30, 1921 
were $19,200,117.49, surplus and _ profits, 
$867,250.80 and deposits, $13,048,803.87. 


J. T. MANSON HEADS BANKERS’ 
CORPORATION 


John T. Manson, president of the First 
National Bank of New Haven and a di- 
rector of the Equitable Life Assurance So- 
ciety of New York, has been elected presi- 
dent of the Associated Bankers’ Corpora- 
tion of 19 West Forty-fourth street, New 
York. 

WILLIAM A. BOSTWICK 

William A. Bostwick, president of the 
International Nickel Company has been 


elected a member of the board of directors 
of the Bank of America of New York. 























New England States 
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Make it your New England correspondent | 
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120 Broadway, New York 
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ECONOMIC CONDITIONS IN THE 


NEW ENGLAND STATES 


HE usual mid-summer dullness in many 
lines has set in and is made more pro- 
nounced than usual this year by the linger- 
ing traces of uncertainty that have so long 
burdened business. Business can best be de- 
scribed as “spotty”, and this applies not only 
to comparisons between different lines of 
business, but also to different concerns in 
the same lines of business. In the textile 
trade for instance we find one textile center 
working full time while others are on part 
time only. This is equally true of the shoe 
and leather trades, although, to speak gen- 
erally, these trades are showing signs of 
renewed life after a rather protracted pe- 
riod of dullness. ‘The building industry 
shows a decided improvement, reflecting the 
easier condition of the money market and 
the more favorable labor conditions. Build- 
ing material has dropped from twenty-five 
to thirty-five per cent. and labor has drop- 
ped fully ten per cent. and is, as a whole, 
more efficient. There has been a falling off 
in the volume of real estate transactions 
through this section, but this docs not in- 
dicate any trend toward dullness. Rather, 
it is a return toward normal, for the volume 
of transactions has been abnormally large 
for many months. Real estate prices are 
also tending back toward normal. 

The financial situation is about the same 
in New England as elsewhere. The banks 
report a steady demand for money at the 
lower rates; the credit situation, which was 
pretty much involved during the liquidation 
of shoe, leather and wool prices, is steadily 
improving, and the bankers as a whole are 
much more optimistic than they were a 
month or two ago. 

The bond and stock houses are very dull. 
Offerings are few and far between and buy- 
ers are very slow. The wide popularity at- 
tained by many of the industrial stocks has 
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received quite a jolt during the past two 
months and investors are holding back. 

General retail trade is excellent through- 
out New England. The big stores report 
steady buying of seasonal goods, especially 
where prices have been reduced to attrac- 
tive levels. These same stores, however, are 
not buying heavily themselves, but are 
pretty well content to stick to the hand-to- 
month method, instead of stocking up 
heavily. 

Food prices have not dropped as rapidly 
in New England as they have in some sec- 
tions of the country—a fact which is some- 
what difficult to explain. On this account 
the cuts which have been made in wages 
have in many cases worked a bit of a hard- 
ship. 

The settlement of the tariff question will 
have a wide influence on New England busi- 
ness, and the progress of the tariff bill has 
been watched with keen interest in this sec- 


tion. 
& 


FIRST NATIONAL PUBLISHES 
ANOTHER INDUSTRIAL 
BOOKLET 


THE 


A third volume in the series of booklets is- 
sued by The First National Bank of Bos- 
ton is entitled “Hides and Skins and the 
Manufacture of Leather.” Like its pre- 
decessors, covering the cotton and the wool 
industries, this takes up the subject from 
the viewpoint of the layman, explaining the 
various processes from the raw skins to the 
finished leather. The use of animal skins as 
coverings for man dates far back into anti- 
quity, and specimens of leather said to have 
been manufactured in Egypt a thousand 
years before the Christian era are on ex- 
hibition in a European museum. 

Leather today is used for a multitude of 
purposes, the manufacture of boots and 
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shoes being only one of the many uses. The 
treatment of the skins and the leather dif- 
fers materially in accordance with the ulti- 
mate purpose for which the product is to 
be used. These various processes are cov- 
ered briefly, as is necessary in so limited a 
space, but in a manner which gives the 
reader a clear idea of the processes and the 
reasons therefor. 

Part one is concerned with the raw mate- 
rials, part two with the manufacture of sole 
leather, part three with the manufacture 
of upper-shoe and dressing leather, while 
part four covers the economic distribution 
of the industry, price fluctuations, etc. 

Copies of the booklet may be obtained by 
all interested upon application to the com- 
mercial service department, The First Na- 
tional Bank of Boston. 


GUARANTY TRUST COMPANY OF 
CAMBRIDGE 


At a meeting of the board of directors 
of the Guaranty Trust Company of Cam- 
bridge, Mass., Carl T. Whittemore was 
elected president to succeed the late Wood- 
ford Yerxa. 

Mr. Whittemore is treasurer and one of 
the active managers of the Whittemore 
Brothers’ Corporation, manufacturers of 
shoe polishes. This business was established 
by the Whittemore family many years ago 
and is what may be called a Cambridge in- 
stitution of which the business interests 
may well be proud. Mr. Whittemore repre- 
sents the largest stock holding interest in 
the bank. He is very familiar with its af- 
fairs having been a member of the board 
of directors fromthe beginning of the 
bank. 

The directors also elected the present 
treasurer of the bank, Lloyd A. Frost, one 
of the vice-presidents. Mr. Frost will also 
retain the office of treasurer which he has 
so ably filled during the past four years. 

Augustine J. Daly was elected chairman 
of the board of directors. Mr. Daly has 
been connected with the bank since it opened 
for business about ten years ago. He has 
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been active in its management and is its 
counsel. 

Clarence S. Farnum, for the past seven 
years paying teller, was appointed assis- 
tant treasurer. 

The management of this Cambridge insti- 
tution has been conservative and able in the 
past under the supervision of its late presi- 
dent, Mr. Yerxa. The present action of the 
board indicates that the same policy will 
be continued in the future. The aim of the 
board of directors is to make it a financial 
institution run solely for the benefit of 
Cambridge business men and Cambridge 
people, devoting its funds to the purpose of 
helping any legitimate Cambridge enter- 
prise. 


BANKS USING HOWARD CLOCKS 


One of the features of the new Seaboard 
National Bank building in New York is a 
beautiful fire place and mantel, over which 
has been installed a Howard clock. The 
Mechanics and Metals National Bank has 
installed a system of Howard clocks in its 
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The Standard American Reference 


Book on International Banking 


Che International Banking Birectory, the first American 
directory to be published entirely in the interest of international 
banking, is now ready for distribution. 

The intention of the publishers is to make it the standard reference work 


for American banks interested in foreign business and for foreign banks 
using American banking connections. 


Banks and bankers of the United States and abroad will find this book of 
real value to them in connection with international business. Some of the 
special features included in it are listed below. 


The American Banker will find : 


Information about the banks in all countries with locations of their 
many branches listed alphabetically by cities and towns. 


Lately revised maps of all countries and geographical divisions. 
A large amount of economic information about each country. 


Much financial and general information of value to banks interested 
in international business. 


The Banker Abroad will find: 


The most complete select list of American banks he has seen in 
any international directory. 

Lists of principal correspondents of a large number of American 
banks, enabling him to trace banking connections within the United 
States. 

Valuable financial and economic information with regard to the 
United States. 

Maps of the United States and of the Federal Reserve Banking 


System with interesting information regarding the latter. 


The book is 7 x 10 inches, strongly and handsomely bound in red 
cloth and contains 527 pages, exclusive of maps and inserts, completely 
indexed. 
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SUBSCRIPTION ORDER 


THE BANKERS PUBLISHING CO., 
253 Broadway, 
New York, U. S. A. 
Please send us prepaid copies of the current issue of The 


International Banking Directory, for which we will pay Ten Dollars ($10.00) per copy. 
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Produce Exchange branch in the new Cu- 
nard building on Broadway. The Merchants 
National Bank of Boston is extending its 
Howard clock system in the new addition 
to its banking rooms. 

The Webster and Atlas National Bank of 
Boston has erected a new outside clock on 
its bank building, corner of Washington 
and Court streets and the Massachusetts 
Trust Company of Boston has put up out- 
side Howard clocks on both main and 
branch offices. 

These clocks have been installed by the 
E. Howard Clock Company, who have been 
clock makers in Boston since 1842. 


BOSTON NATIONAL BANK MAY 
TAKE OVER HANOVER TRUST 


Bank Commissioner Joseph C. Allen an- 
nounced that he would file with the supreme 
court a petition asking for approval of an 
agreement whereby the affairs of the Han- 
over Trust Company, closed nearly a year 
ago as a result of its relations with Charles 
Ponzi, will be taken over by the newly 
chartered Boston National Bank. 

It is understood that, if the transfer 
takes effect, savings depositors of the Han- 
over Trust will receive 100 cents on the 
dollar, while commercial depositors will get 
between 60 and 65 cents. 

The leading figure in the Boston National 
Bank is W. Graydon Stetson, and it is un- 
derstood that a number of the leading 
Italian merchants of the North end are also 
interested. By taking over the Hanover 
Trust Company, the new institution will 
have two well-established places of busi- 
ness, the main office of the Hanover, at 
Washington and Water streets, and the 
branch on Hanover street. 

It also became known recently that the 
various stockholders and depositors’ com- 
mittees of the Prudential Trust Company, 
another closed institution, which has been 
at odds with the bank commissioner, has 
agreed to work in harmony pending final 
settlement of the banks’ affairs. A com- 
mittee of stockholders, consisting of Joseph 
N. Paradis, Osgood C. Blaney, Timothy J. 
Murphy and Henry F. Woods will confer 
with the bank commissioner and liquidating 
agent from time to time, and report back to 
other stockholders. 


PROMOTIONS OF STATE STREET 
TRUST COMPANY 
At a recent meeting of the directors of 
the State Street Trust Company of Boston, 
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Mass., Walter F. Pickett, formerly assistant 
treasurer, was elected treasurer, and Wil- 
liam E. Chamberlain and Alexander V. 
Campbell, formerly assistant secretaries, 
were elected assistant vice-presidents. Fred- 
erick S. Millett was elected assistant treas- 
urer, Clifford L. Lyall, formerly vice-presi- 
dent and treasurer, will continue as vice- 
president. 


PROVIDENCE NATIONAL BANK 


The Providence National Bank of Provi- 
dence, R. I., at the close of business, June 
30, 1921, showed total resources of $4,442,- 
447.24, surplus and undivided profits, $1,- 
253,566.57, and deposits, $2,147,399.46. 


DANIELSON TRUST COMPANY 


The statement of condition of the Daniel- 
son Trust Company of Danielson, Conn., 
at the close of business, June 30, 
1921 showed total resources of $837,- 
386.32, surplus, $20,000, undivided profits, 
$26,000, and deposits, $673,114.45. 











Second National Bank 
Philadelphia, Pa. 
Stearns & Woodnut, Architects, 





Modernizing Your Bank Front 


When your building has become antiquated and you do 
not deem it practicable to erect a new one, an attractive 
front of an impressive and substantial character will prove will be sent you on request. 
to be a judicious investment. 


Our interesting booklet illustrating 
Indiana Limestone bank buildings 





Indiana Limestone is most admirably adapted to the refacing Are 
of ordinary old buildings and is specially suitable for the EVE Bow ml 
construction of attractive fronts of all moderate sized 

buildings, as well as for the finer and more masswe struc- 

tures, and its cost will bear favorable comparison with any 

permanent form of construction. 











Indiana Limestone Quarrymen’s Association 
Box 790 Bedford, Indiana 
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Southern States 


Comprising Virginia, West Virginia, North Carolina, South Carolina, 
Georgia, Florida, Alabama, Mississippi, Louisiana, Texas, 
Arkansas, Kentucky, and Tennessee. 


























ECONOMIC CONDITIONS IN THE 
SOUTHERN STATES 


By Tuomas Ewine Dasney 


HE continued steadiness of business in 

the South justifies the opinion ex- 
pressed by Roger W. Babson, the well- 
known student of economics, that the South 
will be the first to recover from the national 
depression. 

In a great many sections, there is of 
course hard scratching. ‘There is no use al- 
lowing the very real cause for optimism to 
blind one to the facts. The cotton crop of 
the South is sixty-six per cent. of normal— 
which is higher than it was a year ago, but 
considerably lower than it was for the two 
years before that, or for the ten-year aver- 
age. The price of cotton and other southern 
staples is low, and they are not moving 
fast even at that price. A number of saw- 
mills are running on part time, and some 
are talking of closing. 

But all the same, there is a strengthening 
of the general business situation. 

According to reports received from twen- 
ty-four representative department stores in 
the Sixth Federal Reserve District, the per- 
centage decreases of sales for May, 1921, 
compared with May, 1920, are less than they 
were hetween April, 1921, and April, 1920. 

There is only a difference of 16.8 per 
cent. between the sales of May, 1921, and 
May, 1920. Sales for the first five months 
of 1921 are only 10.7 per cent. lower than 
for the same period of 1920. Taking into 
consideration the difference in value this 
year over last, this is a most favorable show- 
ing. 

Of the principal cities in the South, New 
Orleans’ sales made the least drop. May’s 
sales at New Orleans were only 12.1 below 
those of May, 1920; and the sales for the 
first five months of this year were only 3.9 
per cent. below those for the same period 
last year. Nashville was second, with a 
drop of 14.8 per cent. in May, and of 10.4 
per cent. for the five month period. Al- 
bany, Georgia, was third, with a 28.5 per 
cent. drop in May, and an 18.3 per cent. 
drop for the five month period. 

Throughout the district, wholesale dry- 


goods, hardware and shoes had smaller sales 
during May than April, 1921. Wholesale 
groceries, however, showed a four per cent. 
increase. 

Manufacturers of cotton hosiery report 
continued, though slight, improvement. 
Stocks of manufactured products have de- 
creased slightly. Prices are about sixty per 
cent. below last year’s. 

In the brick and clay product manufac- 
turing industries of Alabama and Georgia, 
some improvement is shown. 

Cottonseed oil and peanut mills, are how- 
ever, barely moving, while overall factories 
are working on only about a fifty per cent. 
basis. : 

While pig iron sales in the Birmingham 
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district have not materially increased, there 
is a more confident feeling. Practically all 
of the present business is for immediate de- 
livery. An increase in the tonnage output 
of furnace yards is reported. Latin-Ameri- 
can orders are being received. Four open 
hearth furnaces have recently been opened. 

Steel operations in the Birmingham dis- 
trict are far below capacity mark. The 
principal shipments are of rails, plates and 
other shapes to foreign countries. 

The Alabama coal production has fallen 
off, due to the lack of demand. This is a 
seasonal showing. In Tennessee, however, 
there has been an improvement. There are 
more mines in operation, and the tonnage 
produced has increased. 

There has been a_ general increase in 
building activities. This is due to the drop 
in material prices, which has been consider- 
able, and the partial readjustment of 
wages. ‘The principal construction is of 
small houses, to meet the shortage of homes. 

Throughout the South, the financial situa- 
tion is steady. According to the statistics 
of the Sixth Federal Reserve Bank, three 
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Alabama banks report two to ten per cent. 
increases in loans for May over April; 
while three report five to nine per cent. de- 
creases. ‘Three Florida banks show a 
smaller volume of loans in May, and one a 
slight increase. Five Georgia banks show 
decreases, six no change and one a slight 
increase. Three Louisiana banks show de- 
creases. ‘Two Tennessee banks show in- 
creases and two decreases—slight in all 
cases. 

Compared with the loans of May, 1920, 
decreases are shown by four Alabama banks, 
two Florida, seven Georgia, two Louisiana 
and two Mississippi. These decreases range 
from twenty-four to thirty-one per cent. In- 
creases are reported by two Alabama banks, 
four Georgia, one Louisiana, three Missis- 
sippi and three Tennessee. These increases 
range from twenty to thirty-five per cent. 

There is a general decrease in deposits, 
but savings accounts do not seem to have 
fluctuated greatly. In fact, the savings ac- 
counts are generally larger during May, 
1921, than they were during May, 1920. 
This is an important commentary on the 
growth of thrift, when one remembers that 
there has been a general reduction in wages. 

Up to the end of June, the Federal In- 
ternational Corporation, the South’s Edge 
bank, had loaned $4,782,000 to the export 
business, principally in cotton. The amount 
loaned a month ago totaled only $3,000,000. 
Thus nearly $2,000,000 of the South’s pro- 
duction has been liquidated during the past 
thirty days by this agency alone. 

It is true that most of these loans have 
been made on a short-time basis, while the 
Edge banks were designed to give long- 
time credits. When a practical plan for 
credit insurance has been worked out, the 
credits can be considerably extended. 

Producing as well as shipping centers of 
the South are working more and more to 
develop foreign trade. That is the obvious 


outlet for surplus production, it is the means 
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through which production can be greatly 
increased beyond even the present capacity. 

The question of transportation rates is 
receiving a great deal of attention. With 
the increased costs and decreased business, 
every economy is necessary, and the twenty 
per cent saving by using water carriers, is 
an important item. The Mississippi Valley 
is drained by 20,000 miles of navigable 
waterways, most of which converge at New 
Orleans; and the business of the Government 
barge line on the Mississippi and on the 
Warrior, in Alabama, has greatly increased. 

The shipping business of New.Orleans is 
reflected in the gain of more than three 
quarters of a million dollars of the earnings 
ot the public wharves and warehouses. 

In grain exports, New Orleans has made 
remarkable progress during the past year. 
Ot wheat, 68,449,926 bushels were exported 
from New Orleans during the eleven months 
since July 1, 1920, as compared with 11,- 
192,715 for the same period of the preced- 
ing year. Corn exports have gained 6,272,- 
230 bushels—the total for the eleven-month 
period of this fiscal year being 7,188,161 
bushels. Rye exports have gained nearly 
a million bushels. 

To handle this increased business, the 
dock hoard of New Orleans is building a 


$400,000 addition to the public grain eleva- 
tor. This will handle the grain shipments 
received from the barge line, without taking 
up the berthing space of the ocean going 
tonnage. The dock board is also increasing 
the general cargo terminals used by the 
barge line, and the barge line is adding an- 
other deck to its entire fleet, to increase the 
carrying capacity. 

Reports from the agricultural districts of 
the South show that crops are being raised 
at about one-fourth the price of last year. 
This should insure the farmers a profit even 
at the reduced prices of foodstuffs. Toans 
to farmers of Louisiana, Mississippi and 
Alabama are being made by the Federal 
Farm Loan Bank at the rate of $25,000 to 
$50,000 a day. By August 15, this bank 
expects to have loaned something like $4,- 
000,000. 

As soon as the crops begin to move, condi- 
tions in the South should materially im- 
prove. Perhaps the fall will see this section 
out of the woods. 

And preparing for that, an Interstate 
Farm Congress is called for mid-September 
in New Orleans. Farmers and business men 
of Louisiana, Arkansas, Mississippi and 
Alabama are invited. The purpose is to in- 
crease production, improve quality, develop 
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Large consumers of coal can 
secure a constant supply 
without the uncertainty of a 
fluctuating market — without 
the hazards and burden of 
operating mines — by the prac- 
tical plan which has 


Saved $1,000,000in One 
Year for One Company 


A long term contract for the 
output of a mine gives you all 
the advantages of ownership 
with none of the disadvantages. 
You secure your coal supply 
at the rock bottom ccst of 
efficient operation, plus a min- 
imum fair profit, through the 
facilities of a practical coal mine 
ing and managing organization. 
Executives can obtain our 
descriptive illustrated book by 
request on business stationery. 
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COAL COMPANY 


Founded 1883 
332 So. Michigan Ave. - CHICAGO 


Operating 36 bituminous mines in 11 fields with 
annual capacity of 18,000,000 tons 








a better system of packing, and bring the 
farmers and middlemen closer together. A 
good roads program will also be worked 


out. 
& 
CITY NATIONAL BANK OF 
TUSCALOOSA 


The City National Bank of Tuscaloosa, 


the oldest bank in Alabama, has outgrown 
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its present quarters and arrangements have 
been made for a new building. It is esti- 
mated that the building when completed will 
cost around $100,000 and will be one of 
the most modern banks in that part of the 
country. The architecture will be true 
Greek Doric of massive proportions, with 
an exterior entirely of bush-hammered 
Georgia marble, with a granite base. The 
building will consist of a basement, main 
floor and mezzanine floor. 

The interior will be finished in marble 
and will be well adapted for all bank- 
ing purposes. Eleven windows will be pro- 
vided for the customers. In addition there 
will be the officers’ space, private offices, 
ladies’ room, directors’ room, employees’ 
room and private coupon booths for the 
holders of safe deposit boxes. 

The safe deposit vaults will represent the 
last word in security, with twenty-seven- 
inch reinforced concrete walls and with a 
massive round door, sixteen inches thick and 
weighing 34,000 pounds. There will be space 
for over 1,000 safe deposits boxes in addi- 
tion to a number of large lockers. A large 
book vault is located on the main floor and 
two storage vaults in the basements. 


NEW ORLEANS BANK HAS NEW 
BUILDING 


The Canal-Commercial Trust and Savings 
Bank of New Orleans, opened its new bank 
building at the corner of Common and 
Carondelet street, on June 20. Other banks 
and many of the commercial institutions of 
New Orleans as well participated in the 
event by sending flowers, and all day long 
the banking rooms were thronged with the 
patrons and friends of the institution who 
called to offer congratulations. The in- 
terior of the bank is finished in Travernelle 
Claire Italian marble of a buff tone, with 
floors of white Italian marble. The walls 
are of Caen stone with ornate cornices and 
ceilings and the columns are encased in 
marble. The cages of the tellers are of 
marble, bronze and glass, highly decorated, 
yet simple in design. 

The main banking room has a clear height 
in the center of thirty feet from the floor 
to the glass roof or skylight, above the 
center of the room. A mezzanine floor ex- 
tends around the four sides of the room 
which is reached by an elevator and private 
stairway. On this floor the large clerical 
force of the bank has its quarters. On the 
Carondelet street front of the banking room 
the officials of the institution have their 
























First National Bank 


Richmond, Virginia 


Capital and Surplus . $3,500,000 
Resources . . . . 38,000,000 





OFFICERS 
JOHN M. MILLER, Jr........--.- President 
e.g ee Vice-President 
ALEX. F. RYLAND........ Vice-President 
eR 8) eee ... Vice-President 
8. EB. BATES, dr..........3.. Vice-President 
THOS. W. PURCELL, V.- Pres. & Tr. Officer 
JAMES M. BALL, Jr............--.. Cashier 





LWAYS a leader in the pro- 
motion of industrial and com- 
mercial enterprises of the South, 
and exceptionally well qualified to 
handle the accounts of banks, cor- 





























The Old First--Established in 1865 porations and individuals. 
desks. The bank has a combined capital HIBERNIA BANK AND TRUST 
and surplus of $6,000,000. W. R. Irby is COMPANY 


chairman of the board of directors and J. 


TI f the conditi iber- 
P. Butler, Jr., president of the institution. The report of the condition of the Hiber 


nia Bank and Trust Company of New Or- 
leans, La., at June 30, 1921 showed total re- 


BOOKLET DESCRIBING NEW sources of $53,528,643.56, surplus, $2,500,000, 
ORLEANS CANAL undivided profits, $104,920.67 and deposits, 
$40,406,529.66. 
The Hibernia Bank and Trust Company 
of New Orleans, La., have published a FIRST NATIONAL BANK OF 
brochure describing the “Industrial Canal” HATTIESBURG 
which the city of New Orleans is building s 7 
to promote world-wide trade and commerce. The statement of condition at June 30 of 


The booklet is illustrated with excellent the First National Bank of Hattiesburg, 
photographs of the work in process and Miss., showed total resources of $4,553,533.60, 
architect’s drawings of the plan as it will capital, surplus and undivided profits, $479,- 
he when completed. 064.48 and deposits, $3,838,835.47. 
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The Woodlawn Trust & Savings Bank 
Chicago 











The strength of Chicago’s outlying banks is evi- 
denced by the unusual number and quality of the 






new bank buildings erected during the past year. 






The accompanying illustration is typical of the 






many structures designed and built by the 






Weary and Alford Company. 






WEARY AND ALFORD COMPANY 
Bank and Office Buildings 
1732 South Michigan Boulevard, Chicago 






































Middle States 


Comprising Ohio, Indiana, Illinois, Michigan, Wisconsin, Minnesota, 
Iowa and Missouri. 























ECONOMIC CONDITIONS IN 
MIDDLE STATES 


THE 


By Cuaries L. Hays 


HE Central West still lags in liquida- 
tion as compared with the northeast, 
but is making progress. The agricultural 
districts are the slowest in the clearing up 
of loans. Many of the banks in the large 
cities have materially reduced their borrow- 
ings from the Federal Reserve Bank, the 
account of the largest Chicago member be- 
ing less than twenty-five per cent. of the 
figures at the peak of last December; yet 
the aggregate of rediscounts holds up close 
to the $325,000,000 mark, and of late has 
shown a tendency to increase again. These 
figures compare with $370,000,000, the high 
record mark, and indicate that the improve- 
ment has been almost altogether urban. 
Bankers are not concerned about this con- 
dition, as they have felt all along that the 
country would be slow in digging itself out 
from under the financial load taken on dur- 
ing the time of expansion and inflation, but 
they have no doubt that the farmer ulti- 
mately will solve his debt problem satis- 
factorily in spite of the drastic declines in 
the prices of virtually everything he pro- 
duces. A favorable indication in this direc- 
tion is the free selling of farm products 
which has been in progress for several 
months, and the liberal movement of new 
grain from the southwest, which started as 
soon as threshing of wheat was under way. 


This means that there is to be no more 
withholding of commodities for higher 
prices; that although it may take two 


bushels of wheat to bring in as much money 
as one bushel this time last year, the two 
bushels are to be sold and the proceeds 
will soon make themselves felt in the can- 
cellation of obligations. With bountiful 
crops reasonably certain and a large carry- 
over from previous years’ production, a 
large amount of money will thus be released 
in the second half of the year. 

For the present, however, financial condi- 
tions are not much changed from a month 
ago. This is the reason why the directors 
of the Federal Reserve Bank of the sev- 
enth district have not yet followed the lead 
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of New York and nine other reserve banks 
in reducing the rate of rediscount to six 
per cent. ‘The Chicago bank and the one 
at Minneapolis are the only reserve institu- 
tions in which a rate higher than six per 
cent. is maintained. The directors do not 
believe that a -reduction is warranted at 
present or that an artificial appearance of 
easing conditions would be of any service 
in the financial readjustment. ‘The reduc- 
tion of the Chicago rate from seven to six 
and one-half per cent. a few months ago 
was followed by a renewal of the upward 
tendency of rediscounts, which is regarded 
as pretty good evidence that a further cut 
would not exert an influence for the hasten- 
ing of liquidation. 
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Commercial paper rates on the bulk of 
the business are from six and three-quarter 
to seven and one-quarter per cent., but the 
demand for money is not very heavy and 
the outlet for paper is much _ restricted. 
Highest class names, when they appear can 
sometimes be placed as low as six and one- 
quarter per cent., but there is not much 
of this kind of paper offering. Bank loans 
hold at seven per cent, 

The completion of arrangements for the 
$50,000,000 banking pool for the lending of 
money to the livestock industry is one of 
the most favorable developments of the 
month. Its psychological effect is expected 
to be more important than its actual service 
in relieving the financial needs of the in- 
dustry. ‘The interested bankers do not ex- 
pect that anything like the sum subscribed 
will be required and they would not be sur- 
prised if the need that called the pool into 
being should pass before the end of the 
time it was intended to cover. Of the 
money $25,000,000 was subscribed by east- 
ern bankers and a like sum by western 
financial houses. 

The beginning of operations by the pool 
was delayed for some time by some differ- 
ences of opinion as to the advisability of 
making eligible for rediscount at the Fed- 
eral Reserve Banks the paper to be taken 
on the loans. The eastern bankers were 
rather insistent on this feature because of 
the fact that they carry a larger proportion 
than other cities of loans secured by stocks 
and bonds—non-eligible paper. The west- 
ern bankers wished to avoid any technical 
evasion of the reserve law restrictions on 
rediscounts, regarding such a precedent as 
dangerous. The matter was finally worked 
in a manner satisfactory to both, and to the 
Federal Reserve Board. 

IToans are to be made at six per cent., 
to which is to be added one per cent. for 
the banker through whom the transaction is 
made, and a charge for administrative ex- 
penses, making about eight per cent. to the 
borrower. The loans are to run not more 
than thirty months, represented by six- 
month paper subject to renewal. This ma- 
turity places the paper in the eligible class. 
The paper is to be deposited with the Fed- 
eral Reserve Bank of Chicago, and alloca- 
ted when a member bank desires redis- 
count. This avoids the question of redis- 
counting participation certificates, which is 
what the eastern bankers proposed and the 
precedent which was opposed by the west- 
ern bankers, and by the governors of re- 
serve banks. 

Retail business has held up surprisingl) 
well this month, being stimulated, as it was 
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throughout June, by steady summer tem- 
perature, which brought out an exceptional 
demand for hot weather apparel. ‘This has 
assured a good clearance of merchandise for 
the season, which is reflected in greater con- 
fidence on the part of merchants in making 
commitments for fall. An influence in the 
same direction is the greater steadiness of 
dry goods markets. Shoes are moving well, 
and there has been increased activity in 
footwear manufacturing, causing in turn a 
strengthening of the hide and leather mar- 
kets. 

Except for a lull due to holidays and in- 
ventory-taking in the first week of July, 
wholesale business has been satisfactory, 
especially in the matter of orders for at 
once delivery. ‘This habit of buying seems 
to have become fixed among merchants and 
with transportation service as prompt as it 
is now is not likely to be changed until 
prices reach a permanent basis. Stocks are 
becoming low and the margin between con- 
sumption and production is narrower, this 
combination of circumstances making a good 
foundation for a revival of business ac- 
tivity. 

Settlement of the building trades trouble 
in Chicago drags. Work on unfinished pro- 
jects was resumed when the controversy 
was submitted to arbitration last month, 
and construction of scores of small dwell- 
ings was begun; but large undertakings 
await the final adjustment, the fixing of 
wages and removal of jurisdictional union 
disputes. Operations now in progress have 
lessened the number of unemployed and 
brought about moderate activity in mate- 
rials, but there is nothing like the boom 
which housing needs would warrant, and 
it is doubtful if time remains for one to de- 
velop this year. 

Manufacturing does not improve. Steel 
mills are running at twenty-five to thirty 
per cent of capacity. Orders are few and 
prices are weak. Further cutting this 
month by both the corporation and the in- 
dependents has awakened new _ interest 
among buyers, but it probably will be some 
weeks before any beneficial effects of these 
revisions are noticeable. Implement-making 
is almost at a standstill and farmers are 
buying little. Automobile plants are a little 
more active on the whole, but the gain is 
hot uniform, a few having a disproportion- 
ate share of the improvement. 

Strengthening of the banking position 
was shown in statements made in response 
to the last calls, state and national. Loans 
were inaterially reduced and deposits de- 
creased only slightly. In the matter of sav- 
ings there was a pleasant surprise. These 
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deposits in three months showed an increase 
of $12,000,000 to a new high record total 
of $509,149,700 for all the Chicago banks in 
the face of general conditions 
which would seem to warrant the expecta- 
tion of a decrease. 

Investment demand, after being almost at 
a standstill during June, shows improve- 
ment since the first of July, and several 
new security issues have met with a satis- 
factory response. ‘This is especialiy true of 
the forerunners of a large amount of. rail- 
road financing expected in the next few 
months. 


business 
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IN NATIONAL 
COMPANY 


CHANGES CASH 


REGISTER 


Announcement has just been made of 
three important changes affecting leading 
executives of the National Cash Register 
Company. 

John H. Patterson has resigned as presi- 
dent and general manager of the National 
Cash Register Company but will continue 
actively in directing the affairs of the com- 
pany. As chairman of the board of direc- 


tors, Mr. Patterson will advise the directors 
and help formulate the policies of the com- 
pany. His son, Frederick B. Patterson, 
was elected to succeed him as_ president, 
while J. H. Barringer was made general 
manager. 

John H. Patterson has been president of 
the National Cash Register Company for 
thirty-seven years. He is regarded as one 
of the world’s greatest business leaders. 
The institution he has built in Dayton is 
regarded as the world’s model factory. He 
built it from a workshop of one room with 
two employees to an organization employ- 
ing more than 10,000 men and women in 
all parts of the world. 

Frederick B. Patterson is twenty-nine 
years old. His first work was on a farm. 
He attended school for two years in Eng- 
land, and has been connected with the N. 
C. R. for eleven years. He has been taught 
the principles of business by his father, 
learning the N. C. R. business from the 
ground up. He started in as a workman in 
the foundry. In the interests of the com- 
pany he has visited all of its agencies, ex- 
cept Africa, Australia, India, Russia and 
Mexico. He was manager of the foreign 
department for two years, and until he en- 
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tered the service of his country in 1917. In 
the late war he rose from a private in the 
ranks to a commission in the air service. 

This change in the official family of the 
N. C. R. places more responsibility on F. 
B. Patterson. The N. C. R. business is one 
of the largest businesses in the world. There 
are many problems to be solved. He has 
stated time and again that the policies of 
his father are the ones which will govern 
him in all that he does. This means that 
the world situation will take much of his 
time and attention in an effort to help bring 
order out of chaos. 

J. H. Barringer, the new general man- 
ager, was promoted from the ranks. He 
started with the company fourteen years 
ago, holding a minor position. He earned 
promotion very rapidly and in 1918 was 
made first vice-president and assistant gen- 
eral manager. Mr. Barringer is only thirty- 
eight years old. It is a remarkable tribute 
to his perseverance and ability that he has 
been chosen to manage one of the world’s 
greatest industrial institutions. 


EVANSVILLE BANK CELEBRATES 
PRESIDENT’S BIRTHDAY 


Francis J. Reitz, president of the City 
National Bank of Evansville, Indiana, was 





honored by his friends and associates on 
July 7 in commemoration of his eightieth 
birthday. Directors of the bank presented 
him with a silver loving cup. 

Mr. Reitz has a record of sixty-eight 
years in business life. He started work 
when twelve years old as a messenger at 
the Crescent City Bank in Evansville later 
becoming bookkeeper. He became a direc- 
tor of the First National Bank, predecessor 
of the City National, in 1876 and president 
in 1893. 


COMPLETES FIFTIETH YEAR IN 
BANKING 


I. A. Murfey, vice-president of the 
Guardian Savings and ‘Trust Company, 
Cleveland, Ohio, president of the National 
Commercial Bank at the time of its merger 
with the Guardian, completed his fiftieth 
year in Cleveland banking, July 9. 

He entered the Merchants’ National Bank, 
July 10, 1871, as messenger. When the 
Merchants’ National became the Mercantile 
National in 1884, he continued with the or- 
ganization and was cashier when the Com- 
mercial National and the Mercantile com- 
bined to form the National Commercial 
Bank. Following the resignation of Wil- 
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Courtesy of J. 1. Case Plow Work Co., Racine, Wis. 


Wallis tractors just finishing road work on the Minnesota state roads in Martin County. The first 
tractor went 4500 miles without repairs, still using original set of spark plugs 


liam G. Mather from the presidency in 
1917, Mr. Murfey became head of the Na- 
tional Commercial. With its merger with the 





L. A. MURFEY 


Vice-president Guardian Savings‘and Trust 
Company of Cleveland 





Guardian Savings and Trust Company last 
February, he and his brother, C. L. Mur- 
fey, became vice-presidents of the combined 
institutions. 

The two brothers, with E. T. Shannon, 
vice-president, and H. C. Hutchinson, as- 
sistant treasurer, are in charge of the Com- 
mercial office of the Guardian. 


ELECTED VICE-PRESIDENT OF 
MINNEAPOLIS BANK 


At a meeting of the directors of the 
Midland National Bank, Minneapolis, Minn., 
Walton R. Murray, formerly assistant 
cashier, was elected vice-president and di- 
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rector. Mr. Murray has had _ thirty-one 
years’ banking experience in Minneapolis 
starting July, 1890, with the First National 
Bank as messenger. He has_ progressed 
step by step through the bookkeeping, re- 
ceiving teller, credit and new business de- 


W. R. MURRAY 


Vice-president Midland National Bank of 
Minneapolis, Minn. 


partments. At the consolidation of the 
First National and Security National Bank 
in March, 1915, Mr. Murray came to the 
Midland National Bank in the capacity of 
assistant cashier. Prior to his leaving the 
First National Bank he was engaged in 
the country bank business department. 


LIBERTY CENTRAL TELLER 
MAKES ITS BOW 

the first issue of the Liberty Central 
Teller, a monthly publication devoted to 
spreading the light of better understanding 
and 4 od will among the customers and 
frie of the Liberty Central Trust Com- 
pany st. Louis, has just been published. 

The purpose of the publication, as ex- 
presse’ by President J. L. Johnston, is “to 
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ing laws. 
functioning. 


1. Commercial 
2. Savings 
3. Banks and Bankers 


i 
| 
This institution with its seven departments is a striking 
| 


Seven Departments 


All National 

4. Trust 
5. Bond 
6. Foreign 
7. Safe Deposit 


illustration of the broad scope which the service of a 
strictly National Bank may now assume under exist- 
And each of our departments is actively 


The National Bank of Commerce 





IN ST. LOUIS 





endeavor to carry to our host of interested 
friends, something of our purpose, our rest- 
less eagerness to serve and our determina- 
tion to make the Liberty Central Company 
unusual in its scope.” 

The first issue refers to the days of 
ruffled skirts and stage coaches, when the 
foundation for what is now the Liberty 
Central Trust Company, was laid. The first 
location of the bank was at 35 North Main 
street, in a store which was rented at $1,200 
per year. The article is entitled “Liberty 
Central Yesterdays” and will be continued 
in serial form in succeeding issues. 

The back page of the publication, en- 
titled “A Page of Goodfellowship” is de- 
voted to the interests of the Liberty Cen- 
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What may we do for you? 
| 


Capital, Surplus and Profits, more than $15,000,000.00 


tral Trust Club, composed of the employees 
of the Trust Company. In speaking of 
the purpose of the club, R. D. Kerr, the 
president, makes the following statement: 
“It is the purpose of the Liberty Central 
Trust Club to foster among its members a 
spirit of mutual helpfulness and interests; 
a full realization of every opportunity and 
obligation; every possible assistance to 
grow mentally, physically and morally by 
fostering interest in reading, study, clean 
sports and amusements.” 

The layout and general appearance of 
the publication is unlike any of its nature 
being published by a financial institution 
and shows a departure from uninteresting 
shop talk. 
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ECONOMIC CONDITIONS IN 
WESTERN STATES 


By SamMvet Sus_anp 


ATURE is apparently refusing to heed 

the current actual supply and demand 
conditions in the great agricultural areas of 
of the West. Nature, instead, appears to 
be heeding the possibilities of the potential 
demand. The West, anyway, is enjoying a 
better crop season than some of its most 
optimistic farmers and business men had 
hoped to witness, in view of the excellent 
yields of the last few years. Wheat and 
oats are turning out better than expected. 
Corn is making excellent progress. Pas- 
tures are luxuriant in growth. Thus, so far 
as crop conditions are concerned in the pres- 
ent critical period of the growing season, 
the West could hardly ask for more than 
it is receiving. 

If the volume of harvests already garner- 
ed and in prospect was the sole determin- 
ing factor in the business of the western 
states, commission dealers, merchants, manu- 
facturers, railroad operators and _ other 
classes would be making only optimistic re- 
ports as to their trade experiences. How- 
ever, with the exception of the advices as 
to the progress of crops, optimistic reports 
as to economic conditions in the western 
states are rare. Domestic and foreign credit 
conditions continue to affect the West ad- 
versely. 

Many products, notably cattle, sheep, 
wheat, corn, oats, hay, bran, lumber, oil and 
meals, are at new low post-war levels. The 
past month recorded some severe declines, 
especially in sheep, cattle and grain. Stocker 
and feeder cattle are exactly fifty per cent. 
cheaper than a year ago. Crude oil has de- 
clined to $1 a barrel in the Mid-Continent 
field. To cope with these great shrinkages 
in prices is difficult, but the West is in 
many instances reconciled to the lower mar- 
kets. However, it is still restless about the 
ceclines because the demand situation does 
not offer much encouragement to those who 

© anxious for greater stability. Even oil 
is weak. Cattle are weak at the present 
levels, Competition is keen for lumber 


business, and operations of mills are con- 
siderably below normal. 

The West would be greatly encouraged 
by an increase in the purchasing power on 
its markets even without changes in prices. 
It is true that many stockmen cannot 
liquidate their debts by sales at present 
prices, as some acquired breeding ewes at 
$20 a head and cannot now obtain more 
than $5. But nature is so generous to the 
West that there is an abundance of feed, 
and the productive power of this territory 
is capable of effecting liquidation in timé. 
Both the cowman and the flockmaster, with 
annual crops of calves and lambs and with 
the natural development of their herds, add 
to their capacity to pay off loans from year 
to year. So long as there is a lack of sta- 
bility in prices, however, neither stockmen 
nor farmers in debt to banks can plan for 
the future. Buyers, too, are discouraged 
even where they possess the capital or 
credit necessary to enter markets. 

Nature’s lavishness in the West makes 
this territory feel with more confidence that 
the necessities it produces will sooner or 
later find wider markets. It inclines to the 
view that nature is looking to the potential 
demand in cooperating toward the produc- 
tion of large crops because it knows there 
is hunger in scattered portions of the Old 
World and that its wool, its lumber, its 
metals and its oil could be consumed on a 
larger scale under different economic con- 
ditions. When these economic readjust- 
ments are effected, then the West will 
brighten up. It feels that it will be the 
first to benefit from a turn for the better 
in the purchasing power of the world, as 
its products are necessities. A hint of the 
possibilities in this connection is contained 
in the hog market, which is making the best 
returns to producers because of the stimu- 
lus of larger European buying. Europe is 
a heavier buyer on account of the fact that 
pork sustains the laborers who must toil 
to rebuild war-torn lands. As more and 
more pork is sold to Europe, it follows that 
its industrial conditions will improve to a 
degree that will bring a broader demand 
for other products of the West. 

Along with improved buying by Europe, 
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the West needs a healthier distributive sys- 
tem in the channels of domestic trade. At 
Kansas City recently a sheepman averaged 
70 cents. a head net on a consignment of 
old sheep. After making this bitterly dis- 
appointing sale, he went to a hotel for an 
evening meal of lamb chops, and paid 90 
cents for three chops! ‘This is only an ex- 
ample of the disparities that prevail. The 
sooner they are eliminated and the sooner 
consumers pay prices that are more nearly 
in line with the primary market quotations, 
the broader will demand become in domes- 
tic channels, with perhaps a_ stabilizing in- 
fluence on prices. ‘This territory appreci- 
ates so keenly the need for a healthier price 
relationship that it regrets that President 
Harding has not been more active in his 
expressed determination to force a read- 
justment in retail prices. 

Wheat stands out as the dominating prod- 
uct in this section. The winter wheat 
states have completed their harvest and also 
report rapid progress in threshing. In the 
spring wheat sections the crop has been 
damaged materially by hot weather and lack 
of moisture, but the situation has lately 
been improved by rains and cooler tempera- 
tures. Threshing returns on the winter 
wheat crop in the larger producing states 
indicate more generous yields than had been 
anticipated at the time of the harvest. In 
many sections of Kansas the yields are 
averaging twenty-five to thirty bushels an 
acre. The quality of the grain also is con- 
siderably above normal, with a high test 
weight and excellent color. 

Strong pressure has been exerted against 
the wheat market, with the prices at ter- 
minals allowing hardly more than 80 to 90 
cents a bushel net to producers. Foreigners 
have been small buyers, the United King- 
dom having been entirely out of the mar- 
ket for some weeks. Depression in foreign 
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exchange rates, difficulty of private im- 
porters to finance purchases, approaching 
maturity of the crops of the Old World 
which are said to be good and belief that 
values would work down as the new crop 
movement advanced, have served to with- 
hold European demand. This has also been 
a factor in the foreign demand for flour, 
but the slackening in the sales of the manu- 
factured product to the Old World has 
been more than offset by a heavy end-of- 
the-crop domestic demand. Farmers are ex- 
pected to sell new wheat very freely; in 
fact, the movement already has reached a 
larger than average volume for the season. 

The coarse grains are very weak, but in 
view of the enormous farm and _ visible 
stocks and excellent new crop prospects, the 
trade is not surprised at the new low price 
levels. Markets are quoting corn below a 
cent a pound. 

The live stock industry occupies an un- 
enviable market position for the present. 
The sheepmen and the cattlemen of the 
western states are finding demand slow at 
the low prices. Various measures proposed 
to strengthen the market have thus far 
been of little avail. ‘The cheapness of feed 
is a supporting influence for the stocker 
and feeder trade. Heavy sales of grass 
‘attle are being made, the season on pas- 
tures having been excellent thus far. Some 
leaders in the commfssion business in the 
West have quietly appealed to packers to 
lend more support, if possible, to prices 
until financial conditions and unemployment 
change in a manner that will give more 
natural strength to the trade. Hogs are 
surprisingly high and profitable to pro- 
ducers, but the western states as a whole 
are not heavy producers of this stock. 
Horses and mules continue to need a re- 
vival in the cotton market to lift them out 
of the depression ruling on all stock yards. 
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Only a fraction of the normal volume of 
horses and mules is moving through mar- 
kets, with prices down as much as fifty per 
cent. from a year ago. 

General mercantile and labor conditions 
show a small seasonal change for the better, 
but the improvement is not normal by any 
means. The harvests have provided em- 
ployment for large numbers of idle workers 
out of oil, copper, mining and industrial 
localities. As the harvests are completed, 
unemployment tends to increase. ‘The pro- 
ceeds of new crops are bringing out farm 
buying, but cautiousness and opposition to 
widely manifest. 
The small country merchants are buying on 


current levels are still 


a hand-to-mouth scale from wholesalers and 
jobbers, while the latter are pursuing the 
same policy. The oil districts, having ex- 
perienced further price cuts, are more in- 
active than at any other time in many 
months. Lumber operators are producing 
below normal, owing to the failure of build- 
ing operations to increase to the scale an- 
ticipated. Recent building trades inquiries 
at Chicago and Kansas City upset public 
confidence in the lumber and other building 


material markets. Coal mining activities 
have been sharply reduced. 
ducers are not enjoying even the minimum 
volume of railroad demand contracted on 
their books, while the shrinkage in fuel oil 
prices is making extensive inroads on their 
already reduced industrial outlets. Fuel oil 
is so cheap that packers, millers and other 
consumers of fuel are spending thousands 
of dollars to change their machinery from 
coal to fuel oil burning. Advices from dis- 
tributive points make the copper mining 
districts more hopeful as to the future, 
but they are Still operating on a very small 
scale. Railroad traffic shows an increase 
with the movement of new crops, but high 
freight rates continue restrictive. 
Financially, the West continues to record 
improvement. The grain areas are making 
the best showing. New wheat in the winter 
wheat states is already bringing about ad- 
ditional liquidation. Liquidation is slowest 
in the live stock districts. 
tinue to display a strong desire to reduce 
their Federal Reserve bank borrowings de- 
spite further declines in discount rates. 
Money would be easier on the surface than 
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A. B. A. Convention Those contemplating attending the A. B. 
A. Convention in October are cordially in- 


vited to call upon us for any advance service or information. 








Information. Our Department of Research and Service is at the 
—_——mmmmms  Cill of any banker who wants to know of the com- 
merce, industry or agriculture of this region, or fundamental economic 
conditions regarding them, for himself or for a customer. 


Automobile Trips. Our Automobile Map of Southern California, 
gladly sent you for the asking, shows more 
than 2000 miles of paved roads reac hing all the towns, resorts, beaches, 
mountain camps and scenic points within 100 miles of Los Angeles. 
We will take pleasure in arranging for you, in advance, the re mntal of | 
an automobile with or without driver for your use while here. | 
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or as strangers. 
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SAVINGS COMMERCIAL TRUST 


borrowers are finding except for the policy 
of conservatism the presence of slow paper 
in bank portfolios is stimulating. However, 
the West is giving less attention to easier 
money in this country than to the influence 
of conditions in Europe. It has entered the 
new crop year with a sharp reduction in the 
volume of loans at banks, and, while many 
institutions are still over-extended, the econ- 
omy being practiced by farmers, the zrow- 
ing desire of many individuals to get out of 
debt and the smaller requirements of credit 
for conducting business point to extensive 
liquidation in coming months. If the live 
stock industry undergoes a turn for the bet- 
ter, the volume of liquidation of bank loans 
will be considerably increased. Banks are 
taking many losses, but they are in an ex- 


we 


cellent position to do this and are reporting 
healthy net profits. 
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NEW YORK BANK SUB-FISCAL 
AGENT FOR KANSAS 


xovernor Henry J. Allen of the State of 
Kansas has announced under date of July 
14 that the Atlantic National Bank of New 
York has been designated as the sub-fiscal 
agency for the State of Kansas. All bonds, 
coupons and obligations of the State of 
Kansas or any of its municipalities, which 
by their terms are made payable at the 
fiscal agency in the city of New York, will 
be paid through the Atlantic National Bank 
after that date. 
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Pacific States 


Comprising Washington, Oregon, California, Idaho, Utah, Nevada, 
Arizona and Alaska. 


























ECONOMIC CONDITIONS IN THE 
PACIFIC STATES 


HOLESALERS are reporting a fair 
volume of business, although retail- 
ers are not as yet buying freely. They still 
have on their shelves quantities of high 
priced merchandise and are buying cau- 
tiously, principally for fill-in. In the main, 


however, it can be said that retailers are 
passing on to the consumer the benefits 


deriving from reductions — in wholesale 
prices, basing their present prices on re- 
placement costs, with only here and there 
instances of delayed adjustments. It is not 
to be expected that complete readjustment 
to old levels will be completed this year, 
or perhaps for the greater part of next. 
The economic havoc of a great war is not 
so readily counteracted. However, we can 
see signs of approaching times when the 
business man can begin writing up a few 
profits again instead of writing off losses. 
There is a sound general undertone and a 
belief that the worst has been passed. Re- 
tail business is reported as slightly under 
that of last year but the volume of sales 
is probably greater in view of the fact that 
prices are ten to thirty-five per cent. below 
the high levels of 1920. Collections are fair. 

Export business is at a standstill. A 
number of exporters are reporting large 
quantities of merchandise shipped to the 
Orient upon which orders have been can- 
celled and contracts repudiated. The marine 
workers’ strike which has hampered shipping 
for two months has been practically brought 
to a close. 

In lumber lines there is a lessening de- 
mand. Railroads are filling only tempor- 
ary needs and most of the business now be- 
ing received by mills is in unprofitable large 
timbers. ‘Tie-ups in the building trades in 
several! of the largest centers of the coast 
have also brought about decreased consump- 
tion for building purposes. In most in- 
stances these troubles are now being settled, 
worker, capitulating and accepting wage 
reducti»s. 


Crop prospects in the northwest are re- 
sponsible for a much better feeling through- 
out the agricultural districts. Southeastern 
Washington will have one of the largest 
wheat crops on record. Very little of the 
wheat has been harmed in any way and 
favorable weather conditions have given the 
grain opportunity to fill out. Nearly all 
the banks have shown a disposition to help 
finance the crop. Grain and feed crop pros- 
pects are also excellent in Montana and 
Wyoming. In Oregon feeding conditions 
for stock are better than for many years. 
The bulk of the Oregon wool crop has either 
been sold or consigned. The plan of the 
bankers to help the wool growers through 
their association has taken the form of long 
term credits. 

Considerable fruit in Central California 
was damaged by hot winds during the 
month. Most of the apricots had been har- 
vested and escaped injury. Abundant rains 
earlier in the season have insured plentiful 
pasturage on the higher levels and the bené- 
ficial effect of good range conditions is be- 
ing reflected in a better quality of milk be- 
ing offered canners. The sugar beet crop 
is in good shape. Raw sugar prices are 
staying around the lowest point in several 
years, in fact, present prices are said to be 
less than production costs. In the islands, 
production costs have not come down to 
pre-war levels and labor conditions are any- 
thing but satisfactory. Many plantations 
are operating at a loss and present divi- 
dends are being paid out of profit accumu- 
lations of previous years. Under the cir- 
cumstances it is extremely likely that some of 
even the most prosperous companies will 
reduce their dividends in the near future. 

Banking conditions remain practically unm 
changed, the situation having only slightly 
eased. In the investment field the demand 
for sound bonds has been more vigorous 
than at any time since January, due in 
large part to reinvestment of dividend and 
interest disbursements, and prices moved up 
slightly in sympathy with this situation. 
The condition of the bond business seems 
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to be the exception to the rule of general 
business sluggishness, easier money condi- 
tions stimulating a demand particularly for 
long term securities. 
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NEW BRANCHES OF BANK OF 
ITALY 


The Bank of Italy has opened a new 
branch in Sacramento. Officers from the 
head office, including vice-presidents W. W. 
Douglas and A. Pedrini, were present at 
the capital upon the occasion of this im- 
portant event in the bank’s history, 
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Many letters and telegrams of congratula- 
tion were received by the bank, on the suc- 
cessful effort that was made to obtain the 
Sacramento charter. A considerable period 
has elapsed since first the Bank of Italy 
was invited to open a branch there, but it 
was not until a strong popular demand be- 
came evident that the matter was pushed 
to a satisfactory conclusion. 

Establishment of the Bank of Italy’s new 
Market street branch in the building for- 
merly occupied by the Mutual Savings 
Bank, at Market and Geary streets, has also 
heen completed and active business opera- 


tions started in the new quarters. Mate- 


New building of the head office of the Bank of Italy which has recently been completed 
in San Francisco 
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FOR PUBLICITY PURPOSES THE ‘“‘PERFECTION” DESK MEMO RECORDS 


Its usefulness is so varied it will be retained by the 
recipient for users convenience always, and not given away or laid aside as is the fate 
of almost all desk devices used for advertising purposes. 


It is a very high class article, and dignified, carrying your message direct to the party 
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rial enlargement of the main banking room 
is being made. 

With the opening of this new branch and 
the one in Sacramento the Bank of Italy 
now has thirty-eight branches in California, 
including the two in process of erection on 
Polk street and in the Mission. There will 
be, with these two branches, when com- 
pleted, five offices of the bank in San 
Francisco. 

Recent increase in the paid up capital of 
the Bank of Italy and the additions to its 
surplus fund and undivided profit, brings 
the total for these figures to $14,765,385.54. 
In this important particular the Bank of 
Italy now ranks among the leading finan- 
cial institutions of the United States. Its 
resources are in excess of $170,000,000, a 
gain of over $12,000,000 in the last six 
months. 


~ROMOTIONS IN STAFF OF 
OREGON BANK 


The following promotions in the official 
staff of the Union National Bank of Seattle, 


effective July 1: Dietrich G. 
Schmitz, formerly manager of the bond de- 
partment, became a vice-president of the 
institution in charge of the bond depart- 
ment; O. W. Tupper, formerly assistant 
cashier, became cashier; FE. B. Ansley, 
formerly assistant cashier in charge of the 
business service department, became assis- 
tant vice-president in charge of the business 
service department; E. J. Whitty, formerly 
assistant cashier in the credit department, 
was made manager of the credit depart- 
ment, and Leland I. Tolman, formerly as- 
sistant manager of the foreign department, 
was promoted to manager of that depart- 
ment. Other promotions were N. Carl Neil- 
son to assistant cashier; Caspar W. Clarke 
to assistant manager of the credit depart- 
ment and H. F. Kelley promoted to auditor. 


hecame 


SAN DIEGO BANK OPENS BOND 
DEPARTMENT 


The First National Bank of San Diego, 
Cal., announces that it has recently opened 
a bond department, of which Arthur Dewar 
has been appointed manager. In its new 
department the bank will actively engage in 
the distribution of Government, municipal 
and corporation bonds. 

JOINS NATIONAL CITY BANK 

The National City Bank in following ‘its 
policy of drawing into its organization a 
banker from each section of the country to 
handle its business in that section, has 
elected W. W. Woods, vice-president of the 
First National Bank of Los Angeles, as one 
of its vice-presidents. Mr. Woods will have 
charge of the institution’s business on the 
Pacific coast, probably making two or three 
trips to the coast each year. 

The election of Mr. Woods is looked upon 





First Bank to Incorporate in Hawaii 
THE BANK OF HAWAIL.LTD. |. 
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HONOLULU, HAWAII 
Cable Address: ‘‘Bankoh”’ 
Capital, Surplus and Undivided Profits $2,250,000.00 
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C. H. Cooke, President 
E. D. Tenney, Vice-Pres. E. F. Bishop, Vice-Pres. 
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Waipahu, Island of Oahu; Waialua, Island of 
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with favor throughout the entire West, as 
he is thoroughly conversant with the eco- 
nomic and financial problems not only of 
the Pacific coast but of the intermountain 
country and is strong not only in Califor- 
nia and the southwest but in Utah, Idaho 
and the Puget Sound district. His con- 
nection with the First National Bank of 
Los Angeles which has taken the lead in 
the solution of the commercial, financial and 
economic post war problems on the Pacific 
coast has made him particularly conversant 
with commodity movements and the coop- 
erative marketing organizations of Califor- 
nia. 

Mr. Woods began his banking career in 
Las Vegas, N. M., twenty-six years ago, 
going from there to the First National 
Bank of El Paso, Texas. In 1904, he 
joined the American National Bank of Los 
Angeles, thirteen years later leaving to be- 
come general manager of the Bank of Italy 
in San Francisco. He assumed his present 
office with the First National Bank in De- 
cember of last year. 


JOINS LOS ANGELES 
BANK 


W. E. HOUGH 


Realizing that the industrial prosperity of 
Los Angeles depends not only on the pros- 
perity of Southern California alone, but also 
of the entire western territory, the First 
National Bank of Los Angeles and the Los 
Angeles Trust and Savings Bank have more 
and more turned attention to the develop- 
ment of commodity financing throughout 
the western territory. 

On August 1 another step in developing 
western industry was taken when William 
E. Hough, now of San Francisco and one 
of the leading cattle men of the West, came 
to Los Angeles to take over many of the 
problems of financing in connection with the 
cattle industry. Mr. Hough was brought 
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to Los Angeles because it was realized that 
the time has come when the cattle and live- 
stock industry, not only because of its size, 
bat also because of its financial and eco- 
nomic importance to the community and 
nation has the right to be thoroughly recog- 
nized and to obtain adequate financial as- 
sistance in the solving of its problems. For 
this reason, the First National Bank of 
Ios Angeles and the Los Angeles Trust and 
Savings Bank are preparing for a more 
intelligent and comprehensive grasp of the 
problems surrounding the livestock business 
than has before obtained in the southwest. 
The bringing of Mr. Hough to Los 
Angeles is in line with the pioneering policy 
of these two banks, and it is planned that 
he will take hold of the cattle industry in 
the West in the same fashion that J. Dabney 
Day organized the financial end of the cot- 
ton industry in Arizona, New Mexico and 
California, Mr. Day having been brought to 
Los Angeles from Texas for that purpose. 
Mr. Hough has had long experience in 
the cattle business and has acquired a wide 
reputation for ability and integrity. He 
is familiar with every angle of the livestock 
industry, and his availability insures a 
sympathetic and intelligent consideration of 
the livestock problem west of the Rockies. 
Mr. Hough is the third generation in the 
livestock business in California. His father 
was for many years president of the West- 
ern Meat Company of San Francisco, where, 
following his graduation from Stanford Uni- 
versity in 1902, the younger Hough began 
his career in the cattle business as a buyer. 
He was with the Western Meat Com- 
pany for nearly fifteen years and_be- 
came their principal buyer. Several years 
ago he became vice-president of the San 
Francisco Cattle Company, closely affiliated 
with the Swift interests, and has been 
actively engaged in this connection until the 
present time. 























Dominion of Canada 


Nova Scotia, New Brunswick, Quebec, Ontario, Manitoba, Saskatche- 
wan, Alberta, British Columbia, Newfoundland, Prince Edward 
Island and Yukon 























ECONOMIC CONDITIONS IN CANADA 
By J. W. Tyson 


LTHOUGH the youngest of the Cana- 

dian bank  presidents—being under 
forty years of age—the opinions of H. J. 
Daly, of the Home Bank of Canada, on the 
commercial situation are watched with a 
peculiar interest because of his wide and 
varied experience in the industrial and com- 
mercial world, and this year than 
usual owing to conditions, because the 
bank’s year closes with the month of May 
while the majority of the reports come out 
about the end of the year. With early finan- 
cial experience Mr. Daly came on the busi- 
ness horizon prominently in Canada as the 
Canadian head of the National Cash Regis- 
ter Company, later branching out until he 
is now head of half a dozen industrial en- 
terprises and president of a department 
store as well as director of two others. 
During the war he was called to Ottawa 
in various capacities as an industrial and 
employment expert, he has often been called 
the “doctor of sick business.” 

Therefore, Mr. Daly’s statement at the 
annual meeting of the bank that “we have 
every reason to anticipate a more active 
domestic trade in the early fall” was re- 
ceived as a note of optimism in the business 
and financial community. His statement 
was prefaced by a reference to the fact 
that “heavy surplus stocks apparent a few 
months ago are rapidly disappearing which 
would lead to the conclusion that purchases 
on a broader scale by the distributors can- 
not be much longer delayed.” 

Mr. Daly pointed out that the manufac- 
turer had suffered from overstocking on his 
part and also by distributors, from the sud- 
den decline in commodity prices, and from 
the discontinuance of foreign buying. In 
future, there would be keener competition 
in the export field, which would call for 
greater care and patience on the part of 
our manufacturers. The retail trade was 
rapidly readjusting itself. The frequent 
turnover of merchandise had enabled them 
to replace their stocks at lower prices and 
the drop in commodity prices had stimulated 
buying by the public. Further he said: 


more 





“The readjustment pains are severe but 
not nearly so severe in this country as in 
other countries participating in the war, 
due to the fact that this is a younger coun- 
try in comparison with European countries 
and also that it is comparatively unde- 
veloped. 

“Our people are dissatisfied, in that they 
are ambitious for improvement and eager 
for the fruits which the future holds in 
store. They are also sane and contented 
in that they realize we are a nation of 
working people living in a land replete with 
possibilities. 

“Production is the keynote of readjust- 
ment and labor is the basis of production, 
therefore, we may rejoice in possessing, 
generally speaking, a labor body that recog- 
nizes the possibilities for natural better- 
ment and improvement and is capable of 
appreciating that the realization of these 
are dependent upon the concerted efforts of 
all classes.” 


& 


THE WESTERN CROP 

The financial and business community 
keeps one eye on the western crop situation. 
Reports have been varied. General indica- 
tions, however, are for a crop above the 
average. If there is a yield of 300,000,000 
bushels with a return of $425,000,000 to 
the farmers, as is being estimated, im- 
measurable relief will undoubtedly be felt 
in banking and commerce. Some authori- 
ties go so far as to state that “the West’s 
financial troubles will be over,” under such 
conditions. However, there is no evidence 
of a real lack of funds in the West as in- 
dicated by the investments being made in 
bonds. However, so far as retail prices are 
concerned there is still a feeling that these 
have not been adjusted to a basis war- 
ranted by the decline in the market for 
farm products and there is, therefore, a 
reluctance to make purchases in a normal 
way. 

In relation to the crop prospects the new 
American tariff legislation is of course an 
important factor and while there are many 
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who believe that the Canadian producer will opines that: “The United States legisla- 

suffer others take a more philosophic view tors have not put Canadian wheat out of 

of the situation. ‘The Manitoba Free Press business: it will meet United States wheat 
to some purpose in the markets of the 
world.” Again manufacturers take conso- 
lation in the economic argument that Can- 
ada’s purchases in the United States de- 
pend upon our exports to that country and 
they, therefore, see in a higher United States 
tariff a reactionary protection from _ the 
Canadian manufacturer in’ the impetus 
given to the Made-in-Canada movement. 


GOVERNMENT A BORROWER 


Apart from the fact that curtailment of 
current loans was again in evidence the 
interesting feature of the latest bank state- 
ment is the indication of renewed borrow- 
ing on a large scale from the banks by the 
dominion Government. Holdings of Gov- 
ernment securities by the banks increased 
during the past month by over $37,000,000. 
At the same time the obligations of the banks 
to the Government increased by over $26,- 
000,000. This may be taken to indicate 
that the banks have been again taking ad- 
vantage of the War Measures’ Act to bor- 
row on legals because it obviously does not 
indicate balances carried by the Govern- 
ment when anties in the hands of the banks 
now loaning to the Government to the ex- 
tent of nearly $2,000,000 have been made by 
the banks. 

This Government financing lends strength 
to the report that Sir Henry Drayton will 
have a public bond issue in the Canadian 
market as this has in the past been the 
culminating event of Government borrowing 
from the banks. The Government securi- 


A. E. PHIPPS 
Who has been appointed general manager of the 
Imperial Bank of Canada 
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ties total over $173,000,000—more_ than 
$55,000,000 above that of a year ago. 

The reduction in current loans indicated 
by the statement was about $10,000,000— 
from $1,281,000,000 to $1,271,000,000, mak- 
ing a total of about $150,000,000 shrinkage 
in commercial credits since September last 
when the high mark for the war-time pe- 
riod of inflation was reached; the latest 
figures indicate that these loans are about 
$77,500,000 less than the same time a year 


ago. 


BANKS FAVOR MEN 
CLERKS 


CANADIAN 


Making way for male employees, the 
tendency will be to eliminate the women 
clerks of Canadian banks and, as governing 
the immediate future, girl employees will 
not be favored in the service. The woman 
banker, while accepted as a success up to 
a certain position under the Canadian sys- 
tem of branch banking, after a six year 
test, has proved to be a serious stumbling 
block to the promotion system. Probably 
ninety per cent. of the women clerks will 
not accept transfers from branch to branch. 
As a result the promotion system as evolved 
out of a period of many years’ Canadian 
banking practice is said recently to have 
seriously broken down. 


MAY COMPETE WITH BANKS 


The trend of western savings deposits is 
being watched with increasing interest, 
specifically because of the widening channels 
that are opening up to attract the people’s 
The extent to which mortgage and 
trust enterprises, and provincial banking 
ventures are to take deposits, payable upon 
demand, in competition with the federally 
chartered banks is giving rise to a serious 
discussion. 


savings. 


The opinion has been ventured that fol- 
lowing the example of the province of On- 
tario, in recently altering its legislation 
with reference to deposit taking by mort- 
gage, trust and similar companies, the west- 
ern provinces will adopt similar practice. 
Speaking for Manitoba, the Winnipeg Free 
Press says: “It is understood that in this 
province the Government is ready under 
existing circumstances to give encourage- 
ment to mortgage companies and trust com- 
panies, which wish to increase their deposit 
business and to increase the amounts which 
ned will have to loan to home builders and 
armers.” 
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W. A. BOG 
Mr. Bog. who has been second agent of the Bank of 
Montreal in New York since 1906, has been appointed 
an assistant general manager of the bank, with head- 
quarters at Montreal. 


HOME BANK REPORT 

Despite the change in industrial condi- 
tions during the past year and the general 
tendency on the part of the banks to cur- 
tail current loans with a consequent decline 
in profits, the earnings of the Home Bank 
of Canada for the year ending May 31 
showed a substantial increase at $278,556 
as compared with $268,894 for the previous 
year. This was evidently due to the fact 
that contrary to the general banking policy 
current loans were increased by about $1,- 
750,000. 


TRADE BALANCE AGAINST CANADA 


The Dominion bureau of statistics show 
a balance of $264,459,811 against Canada in 
her trade with the United States for the 
year ended June 30. The balance represents 
a gain of $107,075,106 over Canada’s un- 
favorable balance for the preceding year. 





